MANPOWER UTILIZATION IN THE | 
FEDERAL GOVERNMENT 


T UNTVERSITY 
Or MICHIGAN 


SEP 2. 
HEARINGS 
BEFORE THB READING ROOM 
SUBCOMMITTEE ON MANPOWER UTILIZATION 


COMMITTEE ON 
POST OFFICE AND CIVIL SERVICE 
HOUSE OF REPRESENTATIVES 


EIGHTY-SIXTH CONGRESS 
FIRST SESSION 


JULY 15, 22, 29, AND SERTEMBER 2, 1959 


Printed for the use of the Committee on Post Office and Civil Service 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
45462 WASHINGTON : 1959 


OF THE 
q 
~ 


COMMITTEE ON POST OFFICE AND CIVIL SERVICE 


TOM MURRAY, Tennessee, Chairman 


JAMES H. MORRISON, Louisiana 
JAMES C. DAVIS, Georgia 

JOHN J.ESINSKI, Michigan 
CHET tiOLIFIELD, California 


EDWARD H. REES, Kansas 
ROBERT J. CORBETT, Pennsylvania 
H. R. GROSS, Iowa 

JOEL T. BROYHILL, Virginia 


KATHRYN E. GRANAHAN, Pennsylvania AUGUST E. JOHANSEN, Michigan 


CHARLES O. PORTER, Oregon 
RALPH J, SCOTT, North Carolina 
GEORGE E. SHIPLEY, Illinois 
THADDEUS J. DULSKI, New York 
STANLY A. PROKOP, Pennsylvania 
JOHN R. FOLEY, Maryland 
DONALD J. IRWIN, Connecticut 
RANDALL 8. HARMON, Indiana 
DALE ALFORD, Arkansas 

JAMES C. OLIVER, Maine 


GLENN CUNNINGHAM, Nebraska 
GEORGE M. WALLHAUSER, New Jersey 
ROBERT R. BARRY, New York 
KATHARINE ST. GEORGE, New York 


SUBCOMMITTEE ON MANPOWER UTILIZATION 


JAMES C. DAVIS, Georgia, Chairman 


CHET HOLIFIELD, California 
RALPH J. SCOTT, North Carolina 
THADDEUS J. DULSKI, New York 
DALE ALFORD, Arkansas 


TOM MURRAY, Tennessee 


II 


ROBERT J. CORBETT, Pennsylvania 

H. R. GROSS, Iowa 

AUGUST E, JOWANSEN, Michigan 
Ex OFFICIO 


EDWARD H. REES, Kansas 


‘ 
fie 
4 
| 


DEPOSITED ey TH 
vA 
CONTENTS 
Statement of— 


Campbell, James A., president, American Federation of Government 
Employees, accompanied by Alex Winchester, U.S. Coast Guard 
Station, St. George Base, Staten Island_— 118 

FitzGerald, William H. G., Deputy Director for Management, ICA, 
accompanied by H. H. Hinderer, Director of Personnel; Robert 
Biren, Director of Management Planning; Sem Walker, Office of 
Management Planning; Irving Rosenthal, Office of Management 
Planning, ICA; and Dr. William Phillips, director of ICA Program- 
ing Institute, Advanced International Studies, Johns Hopkins Uni- 

Hoegh, Leo, Director, Office of Civil end Defense Mobilization, accom- 
panied by William Heffelfinger, Director of Administration, and 


Dallas Bair, Deputy Director cf Administration___ 96 
| Mills, Edward K., Deputy Administrator, General Services Adminis- 
% tration, accompanied by Roy W. Crawley, Director of Administra- 


tion; John G. Harlan, Jr., Assistant Commissioner for Operations, 
Defense Materials Service; Robert T. Daly, Assistant Commissioner, 
Office of Supply Operations, Federal Supply Service; and William P. 
Turpin, Assistant Commissioner, Buildings Management, Public 


Sullivan, Hon. Leonor K., a Representative in Congress from the State 
Ill 


4 


MANPOWER UTILIZATION IN THE FEDERAL 
GOVERN MENT 


WEDNESDAY, JULY 15, 1959 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON MANnPpowerR 
oF THE Post OFFice AND Civit Service ComMMITTEE, 
Washington, D.C. 


The subcommittee met at 10 a.m. in room 215, House Office Build- 
ing, Hon. James C. Davis (chairman of the subcommittee) presiding. 

Mr. Davis. The subcommittee will come to order, please. 

The Subcommittee on Manpower Utilization of the House Com- 
mittee on Post Office and Civil Service, under authority of House 
Resolution 78 of the 86th Congress, today is beginning a series of 
public hearings with several independent civilian agencies. These 
hearings are a continuation of prior investigations and studies of 
manpower and related problems in the Federa] Government in this 
and prior Congresses. 

In the course of these investigations, in fact as early as 1957, our 
subcommittee noted among other things a tendency for both military 
and civilian personnel to leave key Government jobs for more lucrative 
positions with Defense contractors. This subcommittee has requested 
the General Accounting Office to furnish the subcommittee facts con- 
cerning this and other manpower practices in the Defense Depart- 
ment. Once the material has been assembled the subcommittee plans 
to issue a report concerning the overall manpower utilization aspects 
of our missile program. 

Earlier this year in a preliminary report on manpower problems in 
the development and production of missiles, our subcommittee pointed 
out the dangers of the military departments pursuing too far and too 
rapidly parallelism in missiles, with their natural outgrowth of com- 
petition for continuing business with the Defense Department. 

We are pleased to note that the House Armed Services Committee 
recently became interested in and is prepared to explore the area of 
Defense contracting practices involving military personnel who go to 
work for defense contractors upon retirement from the armed services. 

A recent report by this subcommittee on the Military Assistance 
Institute, Arlington, Va., disclosed that the Department of Defense 
had contracted out an important administrative responsibility—the 
training of military officer personnel for military aid duties—and 
- the faculty of the school was manned entirely by retired military 
officers. 

The subcommittee has noted the policies of the executive depart- 
ments and agencies to contract out work historically performed by 
the Federal Government. We expect to continue to procure informa- 
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tion regarding this practice. In fact, our subcommittee finds it dif- 
ficult to understand the basis for the Federal Government to contract 
to companies, primarily established to make money, such jobs as 
training, management reviews, space studies, custodial services, and 
general research. At the same time the Government has both the 
trained personnel and the facilities to do the work that was con- 
tracted out. 

Today we are opening this series of public hearings with the Gen- 
eral Services Administration. During the hearings we hope to find 
the reasons for contracting out and the effects of this practice on the 
overall costs of Government, as well as the effects on the Federal 
career employee. ‘These hearings should provide an opportunity for 
the agencies to point up their manpower programs and to indicate 
objectively the reasons for their employment changes. 

At these hearings we want to stress the need for functional sur- 
veys whereby the Government establishments can determine those 
areas that need to be cut and thereby any reductions in personnel can 
be accomplished by attrition. The alternative is the meat-ax ap- 
proach whereby the efficient are eliminated along with the inefficient. 

This subcommittee is proud of the manpower program in many of 
the departments and agencies of the Federal Government. Despite 
the rapidly growing population of our country and the continuing de- 
mands for more services by the Federal Government, we have 190,000 
fewer civilian employees today on the Federal payroll than in 1953 
when this subcommittee was first set up. This is all the more remark- 
able when we consider that the Post Office Department, whose work- 
load is tied directly to the population and industrial growth during 
these same years, has added 40,000 employees. 

I believe that the departments and agencies more than ever realize 
that effective use of their personnel is a continuing job dependent on 
top management’s complete support. No one manpower utilization 
program will solve all the personnel problems in any one agency, but 
a continuing and wholehearted approach, based on the best interests 
of the agency and its employees, will show positive results. We 
hope to hear of such results in these hearings. 

We have today as witneses the Honorable Leonor K. Sullivan, 
Representative of Missouri, and Mr, Edward K. Mills, Jr., Deputy 
Administrator, General Services Administration. 

Mrs. Sullivan has for sometime been actively interested in the poli- 
cies and practices of the Federal Government concerning the con- 
tracting out of work, especially custodial. Our subcommittee is 
honored to have Mrs. Sullivan appear before our subcommittee and 
will now hear from her. ; 

It is a pleasure to have you, Mrs. Sullivan. Be seated and give us 
your statement. 


STATEMENT OF HON. LEONOR K. SULLIVAN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MISSOURI 


Mrs. Sutuivan. Thank you, Mr. Chairman. 
Chairman Davis and members of the subcommittee, I appreciate 
very much the opportunity to appear at the opening of your hearings 
lization and the contracting-out device, and to tell 
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you of a situation which occurred in St. Louis which I think sums up 
in rather shocking fashion the reasons why the present administra- 
tion’s employment policies need a critical review—and cry for correc- 
tion. I congratulate you, Judge Davis, and the subcommittee for 
becoming interested in this problem, and I am hopeful that out of 
your hearings, we will get the kind of legislation—or action—we 
need to prevent similar occurrences in the future. 

Incidentally, I want to say that when this matter first came to my 
attention around the start of this session of Congress, I went to Judge 
Davis and found him, and the staff, extremely helpful and deeply 
sympathetic. 

I am going to ask that the material I placed in the Congressional 
Record on February 3, along with some later letters and other corre- 
spondence which I shall supply subsequently, be made a part of my 
testimony at the conclusion of my statement, if that is satisfactory. 

Mr. Davis. Without objection all of this material will be entered 
in the record as a part of your statement. 

Mrs. Sunuivan. Now, Mr. Chairman, here is the kind of situation 
I hope you will pursue and in the future prevent : 

Last December, 17 laborers in an Army installation in St. Louis 
were notified they were being separated because their work was to be 
farmed out on a contract basis. All of the evidence clearly indicated 
to me that the contract would cost the Government far more than the 
wages of these 17 men. I asked the General Accounting Office to in- 
vestigate that aspect of it, and I asked the Army for details. 

I was assured by the Army that everything had been done in a per- 
fectly proper manner, that the Government would save a great deal of 
money—a great deal—that the Budget Bureau directives called for 
this kind of policy, and that the 17 men would be helped to find other 
work. That was the Army’s story in a nutshell, but what was not 
actually false about it was at least inaccurate. 

Let me take these points in order. 

First, would the Government save money by contracting out the 
custodial work done by these 17 employees at St. Louis? In a letter 
to Chairman George Mahon of the Defense Appropriations Subcom- 
mittee on February 4—the day after I aired this matter in the Con- 
gressional Record—the Director of Army Budget sent word for word 
a letter which another general had previously sent to me defending 
the contract in this case and asserting there would be a substantial 
reduction in direct costs. 

But in the letter which went to Congressman Mahon, there was an 
additional paragraph—not included in the version which I had re- 
ceived—giving actual figures. It claimed in that letter to Congress- 
man Mahon a saving to the Federal Government of $77,000, based on 
an estimated cost of 3614 cents a square foot, if the Government did 
the work, and 24.7 cents if the private contractor did it. These figures 
were, to me incredible, unbelievable, and with good reason. The Gen- 
eral Accounting Office has now provided that good reason. It said 
the figures were not only inaccurate but were, in part, based on ad- 
mittedly inappropriate comparisons. In other words, the Army 
was basing the square-foot estimates for Government conduct of 
the work on an inapplicable yardstick, and knew it. It was trans- 
lating into terms of 31 Federal custodial employees a cleaning job 
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which the General Accounting Office said would actually be performed 
by only 21 employees. Now this is just plain statistical falsification. 
I don’t know who did it, who lied, but the poor general who signed 
the letter to Congressman Mahon was handed false information. That 
is shocking instance No. 1 about this whole thing. 

After the General Accounting Office got the details on which the 
estimated savings were based, and after it went over them critically, 
it found that the maximum saving possible by farming out the work 
of these 17 custodial employees was not $94,000 as originally claimed 
by the Army or even $77,000 as later claimed, but less than $28,000. 
This was true, the GAO said, even though the contractor was cleaning 
for $53,613 the same area, presumably, as the Army would have to pay 
$92,164 to clean with its own employees. 

For, as it turned out, the contractor doing the work for $53,618 is not 
expected to do the annual housecleaning tasks normally performed by 
the regular employees—cleaning walls, partitions, fixtures, and so 
forth. The contract does not include those. It includes only regular 
cursory cleaning—a flick of a dust rag, emptying wastebaskets, clean- 
ing the floors, and so forth. If the annual housecleaning tasks were 
added to the contract, it would cost another $14,322—I will supply all 
of these figures for the record, Mr. Chairman—but in any event the 
alleged or apparent savings of more than $40,000 as between Govern- 
ment direct costs in doing the work and the contract cost had now 
shrunk down to less than $28,000. 

But in looking into it further, the General Accounting Office dis- 
covered that the Army, in letting out a contract to clean a defense 
installation, had made absolutely no provision for assuring the 
security of the areas cleaned by catch-as-catch-can, hourly work part- 
time employees of an outside contractor. The civil service employees 
who were displaced were, of course, subject to security clearance. The 
contractor hired part-time workers for $1 or $1.12 or $1.25 an hour— 
ager who had other daytime jobs and put in an extra 4 hours at night 

or additional income. 

So the payoff is this. The Army would conceivably save a maximum 
of $27,000 or $28,000 through this contract, except that the cost of 
security measures was not taken into consideration. Furthermore, no 
consideration was given to reclassifying the Army employees into 
janitors, instead of laborers. These things might offset any savings 
obtained through this contract according to the GAO. Perhaps the 
Army may actually save a very few dollars in the end. But the lives 
of 17 career employees, many of them veterans, some of them 10-point 
disabled veterans, were completely disrupted, and for what ? 

Now, in addition to the fact that the savings claimed by the Army 
originally have evaporated into thin air on critical analysis by the 
General Accounting Office, what about the rest of the Army’s assur- 
ances—that the men involved would be helped to find other work? 

As of early this year when I first inquired about their prospects, 
I was informed that perhaps three would be placed in other jobs. 
I heard periodically from these men, and they reported to me on 
the “a eo of getting other work through the Army. Three 


apparently were placed. Two gave up and went on retirement. One 
was fired for unauthorized absence; apparently things got too much 
for him and he tried to drown his sorrow one night. 
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The rest were getting nowhere. I wrote letters in their behalf, 


«I did everything I could, I raised cain because, frankly, I did not 


feel the contract was proper. Finally, 5 of the remaining 11 were 
referred to other Federal jobs and 6 were called back to work after 
a month’s unemployment. 

They were hardly back on the job, however, when they began writ- 
ing to me that they were being made to regret having asked me for 
help. They were not assigned to their old jobs. They were put on 
a kind of standby basis, as extra helpers, and then a month or so 
later notified they were again being separated. At this point, another 
gave up and retired. One was sent to another installation to work, 
but was turned down as being too old. They write me heartbreaking 
letters about temporary jobs or no jobs. I think it is terrible what 
has happened to the families of these men. And why? For what? 

I was informed that contracting out Federal jobs of this nature 
fits in with the Eisenhower administration’s policy of turning as 
much as possible of Federal work over to private enterprise, as a 
means of shoring up the economy of the country—in behalf, as the 
Budget Director wrote me, of a viable economy. 

Some of the Army brass put it differently: they said that a farm- 
ing out of this kind of work would help to solve the general funding 
situation of the Defense Department, meaning, perhaps, that firing 
17 janitors in St. Louis would make a big dent in balancing the $40 
billion Defense budget. It would be nice to think that the firing 
of these 17 men would play a key role in balancing the Federal budget, 
but the facts do not bear it out, and meanwhile the budgets of these 
families were turned upside down. 

It is obvious what happened here. The orders came through to cut 
civilian personnel. And this, Mr. Chairman, I think is the crux of 
the whole thing. The idea of cutting personnel is to save money. 
But instead of looking around for ways to achieve savings in per- 
sonal services, consolidating jobs, or organizing the workload in a 
better way, someone came up with the idea of knocking out 17 jobs 
by reaching out to the lowest paid employees, firing a whole block 
of custodial workers, and contracting out their work. The roster 
would show fewer jobs. True, costs would not go down—but 
maintenance costs on a contract basis can be disguised very easily, 
and there would be the appearance of personnel savings. That is at 
the bottom of all of this extensive contracting-out activity—par- 
ticularly in the Defense Department, but elsewhere too. 

Now, I hate to take so much of the time of this subcommittee to 
discuss in such detail what might appear to be a trivial incident 
involving a handful of men. But I retell the story here because I 
think it is the sort of thing you are anxious to uncover, and expose, 
and correct—not just for 17 janitors in St. Louis, but for many of the 
thousands upon thousands of Government employees all over the 
country now being subjected to a similar kind of pushing around. 

This device of contracting out work which should be and which 
normally is performed by Government employees—by career em- 

loyees under civil service—can lead to a breakdown of wage levels, 

or those at the lower income levels, particularly. With enough un- 
employment—and we still have lots of it—a contractor can pick up 
part-time “moonlighter” workers to work for the legal minimum, 
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thus displacing career employees whose wage standards Congress has 
decreed must be decent and fair—not merely the minimum which 
xan be imposed under the Fair Labor Standards Act. The whole 
concept of civil service is attacked and threatened by this kind of 
policy. The men displaced in St. Louis wrote me they were offered 
work by the contractor to clean for $1 an hour, or $1.12 an hour, 4 
hours a night, the same areas they had been doing before at regular 
pay of around $2 an hour on a full-time basis. Ts this fair? Is it 
right ? 

Vhen I received that information, I contacted the Secretary of 
Labor to find out what standards are imposed by Federal law for 
employment on Government contracts of this nature. I was informed 
that the usual laws on wage standards on Government contracts did 
not apply in this kind of contract, and that the only requirement 
was probably the minimum wage law of $1 an hour. Here, it seems 
to me, is a good area to start in passing legislation to meet this prob- 
lem. Is it the role of the Federal Government to help maintain 
and improve wage levels, or join in undercutting them? That is 
very much a matter of concern to this sube ommittee, I know. 

There are a few aspects of this contracting-out issue that might be 
noted at this point. First of all, asa result of my protests over the 
St. Louis incident, the Under Secretary of the Army, Mr. Hugh Mil- 
ton IT, 1 man I feel is very anxious to do the right thing, has ordered 
that in the future all proposed contracts of the kind entered into in 
St. Louis Army Support Center must be cleared with his Office. If 
this had been done originally, I’m sure the incident would never have 
arisen. 

Furthermore, this subcommittee has done an outstanding job in 
spotlighting some of the incidents which have occurred elsewhere in 
the Government. You are doing an excellent job. The Government 
Operations Committee has also found some shocking instances of 
contract ing-out practices. The Armed Services Subcommittee under 
Congressman Mel Price is examining into Defense Department. mili- 
tary contracts, as part of its overall look at manpower policies in 
Defense. 

And the Mahon subcommittee put into the report on the Defense 
Department appropriation bill, clear-cut language prohibiting the 
contracting out of professional services except. where there is abso- 
lutely no choice in the matter from a national defense standpoint. 
That would not, of course, cover the kind of instance I have pro- 
tested here today. 

But 1 think Congress has repeatedly made it clear that we do not 
believe the Government can always save money or can always do a 
better job by farming out work to private enterprise instead of con- 
tinuing it in the hands of career Federal employees. I think we have 
made it clear that we do not think Federal employees are all drones 
and nincompoops and that private enterprise is always and invariably 
able to do a better job of any assignment than a Federal agency. 

As the members know, I am chairman of the Subcommittee on the 
Paname Canal of the Committee on Merchant Marine and Fisheries. 
The canal is a $100-million-a-year enterprise. It is well run, very 
well run. It is run in a businesslike fashion, by Federal employees. 
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It was built by the Government directly, after attempts to have it 
built on a contract basis by private firms proved a dismal failure. 

This is not to say the Government should run every thing and do 
everything. But it is to say that in areas where experience has 
clearly show n that Government operations are efficient and effective 
and economical—and there are many, many such—there is no good 
reason, no legitimate reason, for upsetting the whole program, firing 
the employees, and indiscriminately farming out the work to private 
enterprise. This is the area you are investigating, and I want you 
to know that you have my wholehearted support for what you are 
doing. Thank you. 

Mr. Davis. On behalf of the subeommittee I want to think you aa 
the interest you have taken in the welfare of these employees in St. 
Louis, and we thank you for the information which you have con- 
tributed here this morning. 

Mrs. Suttivan. Thank you, Mr. Chairman. 

The only reason I wanted to bring this up and make such a point of 
this particular case is, as I said in my testimony, that I felt that this 
type of incident is at the crux of the whole matter you are investigating, 
that is, instead of looking around for a place where savings could be 
made in the Department, it was so easy just to look at the end of the 
line and say, “Take these 17 off” because it would indicate 17 fewer 
jobs. I have had enough business experience to know that if a de- 
partment head will survey his department carefully, he can usually 
find jobs that can be consolidated or work that can be organized in a 
more efficient way, and thereby savings can be achieved “without re- 
sorting to the wholesale firing of career people just to disguise payroll 
costs, when the work is then farmed out on contract at no real saving. 

Mr. JoHANsEN. Mr. Chairman, may I ask one question ? 

Mr. Davis. Mr. Johansen. 

Mr. JoHANSEN. I am happy to have our colleague with us. 

Mrs. Thank you. 

Mr. Jouansen. I would like to ask this qeustion: Did your inves- 
tigation give you any indication as to where the order for the dismissal 
of these employ ees originated ¢ 

Mrs. Suuiivan. That is the first thing I asked when the men ap- 
pealed to me. I called the man in charge of the installation in St. 
Louis, and he said the order came from headquarters. T asked where 
the headquarters were, and he said they were in the Fifth Army, and 
I asked where their orders came from, and he said from the Pentagon 
in Washington. ‘That is where I ended up. 

Mr. Jonansen. Were you able to pinpoint where in the Department 
of Defense it came from ¢ 

Mrs. Sutiivan. No; that is the point—no one person could be pin- 
pointed. They said the policy of the administration is to contract 
out all work that can be done privately rather than through career 
employees. 

Mr. Jonansen. I think this is very important information you 
have brought to us, but I observe from your testimony that Secretary 
Milton, who is a member of the administration, apparently does not 
regard this as something that ought to be done, and it is apparently 
your impression that he would not have approved of it had he known it. 

Mrs. Suttivan. That is right. I feel he is anxious to do the right 
thing. 
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Mr. Jowansen. And since he has the personnel responsibility that 
he has, I am wondering just where the responsibility for this kind of 
an application of this alleged administration policy lies in the bureauc- 
racy. 

Sie. Sutxivan. I would say this, Congressman, that because of the 
deep interest that Secretary Milton took—and I have been with him 
on numerous occasions to discuss this—I would say he knew of the 
overall policy, but he did not know until this was brought to his 
attention how these 17 people were eliminated and he was, I think, 
shocked by the methods used. But the directive did come from the 
Pentagon, the Department of Defense, to cut personnel but who 
decided to follow up on this by contracting out jobs instead of con- 
solidating jobs or eliminating waste, I don’t know. 

Mr. Jonansen. I am glad to have your tribute to this member of 
the administration, at least, Secretary Milton, and we, I know, have 
a very high opinion of him. 

Mrs. Sutiivan. I do too. I feel he is entitled to have the credit 
I gave him in my statement for his fine attitude. 

Mr. Davis. I think our entire committee does. We find him to be 
a very cooperative man and a man who know his business. _ Secre- 
tary Milton is sincerely interested in doing what he can- in the interest 
of economy and efficiency. 

Mrs. Sunurivan. If I may say this, Mr. Chairman, I have been con- 
sulting Mr. Milton and telling him of the correspondence I have had 
and the answers I have had to my investigation, and they do not 
coincide with the information he is given by his staff; and when he 
gets something different from me, he follows up on it to find out why 
there is a discrepancy and what it is all about. 

I know he and I have both spent entirely too much time on this mat- 
ter except for the fact it is not, as I said before, just a matter involv- 
ing these 17 men and their families but rather the whole concept of 
farming out these jobs in a way which falsifies, I think, their savings 
on employees. The contracting-out can be accounted for—this even 
happens in appropriations—the contracting-out money can be shown 
in one lump sum without having to go into detail, and probably no one 
would question an additional $50,000 or $60,000 for maintenance, and 
on the other side it shows they were able to eliminate 17 employees. 
So you have the appearance of job-reduction and cost-cutting without 
actually eliminating any unnecessary personnel, and without touching 
— in the higher wage brackets where the real savings could be 
made. 

Mr. JoHansen. Mr. Chairman, I am not averse to differing with 
administration policy when I think it is wrong, but I think some of 
these policies can be related to this vast bureaucracy we have at the 
Pentagon, and your comment that the Secretary was misled by his 
subordinates, I think, is extremely enlightening and puts the finger on 
something that is very important to look into. 

Mrs. Sutuivan. I think the Secretary will tell you that the informa- 
tion I have been given by these men in letters has not coincided with 
information he has been given by his subordinates. Some of these 
letters I have received are from men who cannot write very well, men 
in custodial work, and not too well educated. Furthermore we found 
a difference between what the Army said it was saving and what the 
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Comptroller General said the savings were because the Army was class- 
ifying these men as laborers, whose pay is higher than that of custodial 
employees. But to throw out the lowest echelon of their personnel, 
their cleaning crew, to throw out 17 people, I think is a heartless thing, 
unless the savings are real and meaningful. They were just imag- 
inary. 

If, it can be proved that money can be saved and things can be 
worked out efficiently by the contracting-out of work, I agree we 
should sometimes do it, but when we pinpoint this incident nobody 
can tell us how much is being saved, if anything. The question you 
face is this: How widespread is this practice and what are the real 
facts ¢ 

Mr. Davis. Our program is to avoid the meat-ax approach and to 
effect savings, where possible, through the process of attrition, which 
is practical and feasible, as you pointed out. 

Mr. Jowansen. And as I recall, the Executive order calling for 
absorbing the pay increase calls for the same approach. 

Mr. Davis. Yes, indeed. 

Any further questions ? 

Thank you very much, Mrs. Sullivan. 

Mrs. Sutuivan. Thank you, Mr. Chairman. 

(The correspondence referred to by Mrs, Sullivan is as follows:) 


BALANCING THE $40 BILLION DEFENSE BUDGET BY FIRING 17 CUSTODIAL EMPLOYEES 
UNDER THE CONTRACTING-OUT SUBTERFUGE 


Extension of remarks of Hon. Leonor K. Sullivan, of Missouri, in the House 
of Representatives, Monday, February 2, 1959 


Mrs. SuLLtvan. Mr. Speaker, after months of effort—telephone calls, corres- 
pondence, further correspondence, and more telephone calls—I have finally 
obtained from the Department of Defense its explanation for the proposed 
dismissal of 17 longtime career employees in St. Louis and their replace- 
ment through the device of contracting-out the work they do. 

These 17 men are in the custodial force at the Army Support Center in 
St. Louis. They have worked for the Government for from 7% to 20 years. 
Many are veterans—this is the kind of work which is normally supposed to be 
reserved for veterans who qualify—and some are disabled veterans with 10-point 
preference under civil service. 

I am now informed that by contracting-out their work to private enter- 
prise, we are going to be well on our way to solving “the general funding sit- 
uation within the Department of the Army” which as “required that strin- 
gent economy measures be imposed.” 


WHERE ARE THE ELUSIVE FIGURES ON ECONOMY? 


Mr. Speaker, we all expect and demand that the Defense Department exercise 
strict economy. We all know that the greatest part—the overwhelming part— 
of the huge budget Congress has been asked to enact for the coming fiscal year 
represents expenditures of the Department of Defense. If we could save sub- 
stantial sums in Defense Department expenditures, we could almost certainly 
enjoy the luxury of cutting taxes, and certainly we could eliminate the nuisance 
excise taxes. So cutting Defense Department expenditures—if that is safe 
to do, in light of our defense needs—would be most acceptable to all of us. 

But I have not been convinced that firing 17 longtime employees of the 
Army Support Center in St. Louis and turning over the work of these custodial 
employees to private enterprise on a contract basis, will put any significant crimp 
in a $40 billion defense budget. Further than that, I cannot obtain—I have 
not been able as yet to obtain—any figures actually showing there would be any 
saving atall. The figures are elusive. 
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In fact, Mr. Speaker, my information is that the substitution of a private 
contract for the custodial work now done by these modestly paid civil service 
employees would actually cost the Government more rather than less for clean- 
ing the installation in St. Louis. 


CAREER GOVERNMENT EMPLOYEES SUMMARILY FIRED 


In the meantime, these 17 employees, many of them up in years, face a bleak 
prospect in looking for other work. I have received very moving letters from 
some of the employees outlining their problem in finding other employment 
after, in some cases, a lifetime of working for the Federal Government in an 
unskilled or semiskilled capacity. 

It was this situation, plus the difficulty in finding any clear-cut evidence of 
savings to the Federal Government as a result of these dismissals, which led me 
to intervene in the case as soon as I learned in December that these men had 
been notified of their scheduled dismissal as of February 15, 1959. 

As I said, Mr. Speaker, I tried immediately to find out how the Government 
would accomplish any savings through the dismissal of these men, since the 
work they perform is going to be performed in any event—and by a private 
contractor who must not only pay prevailing wages but must make a profit in 
order to stay in business. 

I said that the figures on possible savings are quite elusive. I am convinced, 
further, that if any such figures exist, they are, in fact, illusive. 

The chairman of the House Appropriations Subcommittee on Defense Appro- 
priations has sought the same figures. I am beginning to doubt that any such 
figures exist. 

It appears to me that someone in the Department of the Army dreamed up a 
bright idea as to a way to get around personnel ceilings and make it appear 
through a subterfuge that the Army was cutting down on civilian employees. By 
firing employees and contracting out the work they do, the Army apparently 
ean show a reduction in employment even though there is no corresponding re- 
duction in expenses, and even though costs may actually be much higher. 

If this is what has been happening, then I certainly think the responsible of- 
ficials in the Department of Defense should crack down—and the Civil Service 
Commission and the Bureau of the Budget should also intervene. And Con- 
gress, also, must look into this problem—not because of 17 employees in St. 
Louis but because their situation seems to be part of a nationwide pattern. 


MONTHLY REPORTS ON GOVERNMENT EMPLOYMENT 


Mr. Speaker, a few days ago, the Joint Committee on Reduction of Nonessen- 
tial Federal Expenditures issued its monthly report on Government employ- 
ment for the month of December. It showed a slight cut of 2,943 in the number 
of Federal employees from the previous month’s total of 2,351,824. 

The joint committee added, Mr. Speaker—and to me this is most significant 
in view of the situation I have discovered in the Army Support Center in St. 
Louis—the joint committee added that the decrease in overall Government em- 
ployment of 2,943 represented a cut of 3,930 civilian workers in the military 
departments against an increase of 987 in employees of the civilian agencies. 

How many of the 3,930 civilian employees let go by the military were taken 
off the rolls only to have their work turned over to private contractors at a 
cost at least equal to, and probably higher, to the Government? That is the 
figure I would like to know about, Mr. Speaker. 


GENERAL ACCOUNTING OFFICE INVESTIGATING 


In several instances in the past, Mr. Speaker, the military services—and par- 
ticularly the Army—have been disclosed to have contracted for services through 
private enterprise in order to maintain a fictitious employee ceiling on total per- 
sonnel. I am aware of the fact that the General Accounting Office has looked 
into several such instances, and hus found the ceiling on employees cannot 
legally and properly be circumvented by farming out, on contract, work normally 
done by Government employees. 

The General Accounting Office is currently conducting an inquiry into the pro- 
posed dismissals in St. Louis, and I sincerely hope it can establish the true facts. 
I have not been able to get those facts on specific costs or savings from the 
Army. In fairness, I might say that the Army informs me there are substantial 
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reductions in direct costs obtainable through contracting out custodial work of 
this nature—and I will place that letter in the Record later in my remarks—but 
I have seen no figures to bear this out. And the information does not coincide 
with information I received elsewhere from.sources I deem to be reliable. 


EXCHANGES OF CORRESPONDENCE 


Mr. Speaker, I submit, in chronological order, some of the correspondence I 
have sent or received on this matter. 

Kirst, the letter I wrote to Secretary of Defense McEiroy shortly after this 
matter was brought to my attention, and after I had made a series of preliminary 
inquiries by telephone: 

CONGRESS OF THE UNITED STATES, 
HovuSsE OF REPRESENTATIVES, 
Washington, D.C., December 12, 1958. 
Hon. Netw H. McE 
Secretary of Defense, 
Washington, D.C. 

Dear Mr. SecreTary: I have recently learned of a Department of Defense 
action in St. Louis involving a group of faithful career Government employees, 
many of them with 10-point preference as disabled veterans. The whole situa- 
tion smacks of shabby treatment and fiscal dishonesty. I am writing to you in 
the hope that you will not only correct this particular situation but see to it that 
any similar episodes occurring elsewhere are stopped. 

In an apparent desire to reduce the number of civilian employees of the Depart- 
ment of Defense, someone in the Department dreamed up the idea of eliminating 
certain custodial positions and then placing out the work on a contract basis. 
As a result, a majority of the men now employed as laborers in the custodial 
department of the St. Louis Area Support Center have been notified their jobs 
will be eliminated February 15 and the work put out on contract. When I 
inquired about this I was informed that the orders had come from the 5th Army 
Headquarters, who got their orders from Washington, based on a determination 
to reduce the number of employees. So far as I can determine there will be 
absolutely no Saving in costs and, in fact, operating costs may increase. 

The men involved have been employed by the Federal Government for periods 
ranging from 714 to 26 years. There are only a few of them involved, und I can 
appreciate the fact that with the worries that you have you may not have the 
opportunity to look into a matter involving perhaps 17 employees in an installa- 
tion in St. Louis. Yet I think the principle involved here is important enough 
to justify the concern of everyone in the Department of Defense interested in 
preventing injustice to faithful, longtime employees and interested also in ayoid- 
ing the presentation of a dishonest picture of “economies” in the Department. 

May I have a report on this matter at your earliest convenience? 

With best wishes, I am, 

Sincerely yours, 
Leonor K. (Mrs. Jonn B.) SULLIVAN, 
Member of Congress, Third District, Missouri. 


Mr. Speaker, since the monthly reports on Government employment issued by 
Senator Byrd’s joint committee may well have been a factor in the Army’s desire 
to contract out various types of work to private enterprise, and since I know 
the Senator from Virginia would want to make sure that the figures his commit- 
tee issues reflect the true conditions of Govenrment employment, I addressed the 
following letter to Senator Byrd in his capacity as chairman of the joint commit- 
tee: 

DECEMBER 12, 1958. 
Hon. Harry F. Byrp, 
Chairman, Joint ‘Committee on Reduction of Nonessential Federal Expenditures, 
U.S. Senate, Washington, D.C. 

DreAR SENATOR: Each month the joint committee of which you are chvirman 
issues reports on the number of Government employees and the increas’ or de- 
crease in Government payrolls. This is useful information for the Consress to 
have and I am sure stimulates the executive department in seeking to hold 
employment in line. 

May I respectfully point out, however, that in an attempt, apparently, to make 
its employment picture look better that it really is, the Department of Defense 
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seems to have adopted a policy of discharging long-time, faithful, career Govern- 
ment employees and awarding this work on a contract basis to outside firms. 

A situation of this kind has just been called to my attention at the Army’s St. 
Louis Area Support Center, where a majority of the custodial staff—men with 
from 7% to 20 years of service, including a number with 10-point preference as 
disabled veterans—are to be discharged as of February 15. I have checked and 
I have been informed that the Federal Government will not save any money by 
such a step but may, actually, pay out more than it presently does for this work. 

Of course, by eliminating these jobs and others like them the Department of 
Defense presumably shows a better employment picture while hiding or disguis- 
ing the cost of custodial work in other accounts or items of its budget. 

I wonder if there is any way your committee can investigate this type of 
practice and see to it that the departments do not provide a misleading and 
totally dishonest picture of their employment costs by resorting to subterfuges of 
this kind, particularly when career Government employees are cast adrift after 
a lifetime of service. 

With best wishes, I am, 

Sincerely yours, 
Leonor K. (Mrs. JOHN B.) SULLIVAN, 
Member of Congress, Third District, Missouri. 


Furthermore, Mr. Speaker, if the contracting out of custodial work was in fact 
a subterfuge to get around ceilings on personal services employment, and could 
cost the Government far more in the long run than retaining faithful employees 
in the work, it oceurred to me that the President’s chief budget officer, the 
Director of the Bureau of the Budget, would want to look into the situation. 
Consequently, I address the following letter to Mr. Stans: 


DECEMBER 12, 1958. 
Hon. Maurice H. Stans, 
Director, Bureau of the Budget, 
Washington, D.C. 

Dear Mr. Stans: May I call your attention to a situation in St. Louis which 
I think is reprehensible. 

After a lifetime of service, a group of Federal employees on the custodial staff 
of the Army’s St. Louis Support Center—all of them with from 7% to 20 years’ 
service, some of them with 10-point veterans’ preference—have received notice 
of discharge as of February 15. The work they have been performing is to be 
put out on contract to private firms. I am informed that there will be absolutely 
no saving to the Federal Government as a result of this step, although there will 
be great hardship on the individuals involved. 

Could you give me the thoughts of the Bureau of the Budget on measures of 
this kind taken by individual agencies to carry out the orders of the President 
to cut down on employment, when the measures taken are subterfuges of this 
kind, saving no money whatsoever and perhaps costing more than the present 
system? 

Does the Bureau of the Budget exercise any supervision cr control over agen- 
cies putting out more and more of their work on a contract basis to private firms 
when there is absolutely no saving involved and when it actually costs the Gov- 
ernment more in the long run? 

With best wishes, I am, 

Sincerely yours, 
Leonor K. (Mrs. JouHn B.) SULLIVAN, 
Member of Congress, Third District, Missouri. 


Following, Mr. Speaker, is a reply I received from Senator Byrd, dated Decem- 
ber 15: 
CONGRESS OF THE UNITED STATES, 
JOINT COMMITTEE ON REDUCTION OF 
NONESSENTIAL FEDERAL EXPENDITURES, 
December 15, 1958. 


Hon. LEonNor W. SULLIVAN, 
House of Representatives, 
Washington, D.C. 


Dear Mrs. Sutiivan: I have your letter of December 12. I am very glad that 
you have called this matter to my attention. 
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I share your concern over such a practice and I shall look into the matter 
thoroughly. 
With high regards and very best wishes. 
Faithfully yours, 
Harry F. Byrp, Chairman. 


The Office of the Secretary of Defense acknowledged my letter to the Secretary 
in a reply dated December 16, and indicated the Department of the Army would 
seriously study the allegations. That letter follows: 


OFFICE OF THE SECRETARY OF DEFENSE, 
Washington, D.C., December 16, 1958. 
Hon. Leonor K. SULLIVAN, 
House of Representatives. 

Dear Mrs. SuLLIVAN: This is to acknowledge your letter to the Secretary of 
Defense dated December 12, 1958, in which you requested a report pertaining 
to certain personal practices by the Army in the St. Louis Area Support Center. 
Secretary McElroy is out of the country on official business. 

Your letter complained of elimination by the Army of certain custodial posi- 
tions in order to reduce the number of civilian employees, and then allegedly 
having the same work effected by contractors. This is a matter within the pur- 
view and knowledge of the Department of the Army, and I have therefore taken 
the liberty of referring your letter to the Secretary of the Army for direct reply 
to you. 

Please be assured that the allegations contained in your letter will be seriously 
studied, and investigated if necessary. 

Your interest in this matter is appreciated. 

Sincerely yours, 
CARLTON R. ADAMs, 
Captain, USN, Deputy Assistant to the Secretary (Legislative Affairs). 


On the last day of the year, Mr. Speaker, the Assistant Director of the Bureau 
of the Budget, Mr. Elmer B. Staats, responded to my letter of December 12 as 
follows: 

EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D C., December 31, 1958. 
Hon. LEonNor K. SULLIVAN, 
House of Representatives, 
Washington, D.C. 

My Dear Mrs. SULLIVAN: This is in response to your letter of December 12, 
1958. 

Administration policy, as expressed in Bureau of the Budget Bulletins 55-4 
and 57-7, reads as follows: 

“Tt is the general policy of the administration that the Federal Government will 
not start or carry on any commercial activity to provide a service or product 
for its own use if such product or service can be procured from private enter- 
prise through ordinary business channels. Exceptions to this policy shall be 
made by the head of an agency only where it is clearly demonstrated in each case 
that it is not in the public interest to procure such product or service from 
private enterprise.” 

Savings to the Government are not always apparent in action taken under 
this policy because comparisons of cost may not include all relevant costs of the 
agency production unit, Government and private accounting systems differ 
which makes comparison difficult, and because taxes paid by the private en- 
trepreneur to Government may offset apparently higher costs. 

Agencies are required to carry out actions under this policy in an orderly 
way. They have been directed to give adequate notice to the community and 
employees in advance of discontinuance or curtailment, and where necessary 
to assist employees in finding other employment. 

Through such measures it is hoped that the inevitable dislocations which occur 
can be minimized to the end that a viable economy might be maintained and 
responsible Government promoted. 

Please get in touch with us if we can be of further assistance. 

Sincerely yours, 
ELMER B. STAATs, 
Assistant Director. 
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BUDGET BUREAU SEES VIABLE ECONOMY IN FARMING OUT 17 CUSTODIAL JOBS TO 
PRIVATE ENTERPRISE 


Mr Speaker, I read the letter from Mr. Staats with great interest—and a 
somewhat sinking feeling in the pit of my stomach. If I gather its drift cor- 
rectly, we are to turn over to private enterprise all jobs now performed by 
Government employees except where it is clearly demonstrated in each case 
that it is not in the public interest to procure such product or service from 
private enterprise. 

Under that approach, I am sure we could conceivably justify firing nearly 
everybody in Government except the Cabinet members and a few assistants. 
We could hire taxis instead of chauffeurs for the entire executive level of the 
executive department; we could farm out the Council of Economic Advisers to 
the Brookings Institution and the Budget Bureau to one of the big industrial 
management firms. We could assign Westinghouse or General Electric the task 
of administering the Atomic Energy Act; and we could fire a whole slew of 
generals, admirals, and Assistant Secretaries of Defense and farm out their work 
to corporations expressly formed for that kind of servicing operation. 

This may be taking the thing far afield, Mr. Speaker, but the principle is 
the same. We are firing 17 janitors in St. Louis in order to shore up private 
enterprise, assure a viable economy and perhaps—we do not know for sure, 
but perhaps—save some money, perhaps only by the fact that we will collect 
taxes on the private contractor doing the work these 17 men have performed. 

Mr. Speaker, on January 20, the Army directed another interim letter to me 
on this matter, as follows: 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE SECRETARY OF THE ARMY, 
Washington, D.C., January 20, 1959. 
Hon. Leonor K. SULLIVAN, 
House of Representatives. 


Dear Mrs. Suttivan: This is in further reply to your inquiry pertaining to 
certain personnel practices by the Army in the St. Louis Area Support Center. 
Please be advised that the investigation of this matter is continuing. Upon 
receipt of the necessary information you will be informed immediately. 
Sincerely, 


JOHN W. B. WALTERS, 
Lieutenant Colonel, GS, 
Office, Chief of Legislative Liaison. 

After nearly 2 more weeks of waiting, while the February 15 deadline for the 
dismissal of the custodial employees at St. Louis rapidly approached, and after 
a number of calls to find out what, if anything, was happening on this, I have 
finally received the Army’s reply to my letter of December 12. 

This letter, dated today and hand-carried to me, is as follows: 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE SECRETARY OF THE ARMY, 
Washington, D.C., February 2, 1959. 
Hon. Leonor K. SULLIVAN, 
House of Representatives. 


DeAR Mrs. SuLiivAn: This is in reply to your recent inquiry regarding the 
proposed release of custodial laborers at the U.S. Army Support Center, St. 
Louis, Mo., and assignment of the custodial work on a contractual basis. 

The general funding situation within the Department of the Army has required 
that stringent economy measures be imposed. Since, in many instances, the 
application of such measures has brought about a reduction in available man- 
power without a corresponding reduction in the amount of work to be performed, 
local commanders have been foreed to explore every possible means for continu- 
ing their operations. 

The St. Louis Support Center was faced with this problem when, approxi- 
mately 7 months ago, it became necessary to assume the maintenance of addi- 
tional office space in the Mart Building. At that time, due to budgetary limita- 
tions, space authorizations would not permit the employment of any additional 
personnel for the performance of this additional work and it was decided to 
contract for its performance. 

Experience with this contract indicated that there were a number of advan- 
tages to the installation. First, a substantial reduction in direct cost has 
occurred, even though the contractor is paying prevailing union wages for such 
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work. Second, the contractor furnishes all equipment and supplies, thus reliev- 
ing the installation of the work involved in procuring, accounting for, and repair- 
ing numerous items of property not required for the conduct of its mission. 
Third, there has been a substantial reduction in the overhead required for 
supervision of the custodial work. 

Further budgetary limitations have now required that the St. Louis Support 
Center seek additional means of carrying out its mission without jeopardizing 
essential operations. Such limitations were partially met by not filling 15 
vacancies arising from personnel actions such as retirements, transfers, and 
resignations. In the light of earlier favorable experience with contract opera- 
tions, and in order to conduct operations fully within fund limitations, it was 
decided to reduce the maintenance staff by 17 employees and to enter into an 
additional contract for the performance of this work. 

Any action which causes the loss of loyal and experiencde personnel is always 
regretted by the Department. You may be assured, however, that every effort is 
being extended by the center to find other employment for the employees 
involved. To date this action has resulted in the probable placement of three 
employees. 

Thank you for your interest in this matter, and I hope that the information 
furnished will be of assistance to you. 

Sincerely, 
C. G. 
Brigadier General, GS, 
Deputy Chief of Legislative Liaison. 


MORE INVOLVED THAN 17 CUSTODIAL JOBS 


Mr. Speaker, it is not very encouraging that in the period since early Decem- 
ber until now—a period of 2 months since these 17 men were notified they were 
going to be let go—the Army’s “every effort” in helping the men find other em- 
ployment has resulted in “the probable placement of 38 employees.” 

That, more than anything else the Army and the other agencies involved have 
said, or omitted from saying, sums up the cruelty of this whole highhauded 
episode. 

It may seem a bit farfetched for me to go into so much detail here today over 
the jobs of 17 custodial employees in an Army installation in St. Louis. But 
these are not 17 fenceposts, or 17 desks, or 17 cases of floor wax. They are 17 
longtime, career Government employees, in jobs norinaily reserved for and as- 
signed to veterans, and some are disabled veterans. There are 17 families in- 
volved here. One of the men who wrote to me has 8 children—he is a 10-point 
disabled veteran with 22 months of oversea service to his credit and 16 months 
of service in the States in World War IT. 

Both the Disabled American Veterans and the American Legion have inter- 
vened in these dismissals because of the pattern and trend they reflect is dis- 
guising Government personnel costs by turning out career employees—frequently 
veterans—and replacing them through the private contract subterfuge. 

IT appreciate the interest other Members of the House have showed in this prob- 
lem when I discussed it with them, and I appreciate the followup inquiries which 
several have made. I hope we can save these 17 jobs. But the principle in- 
volved here goes far beyond the 17 men involved. It goes to the heart of 
decency in personne! and fiscal policies in Government. 


Mr. Davis. The next witness is Mr. Edward K. Mills, Jr., Deputy 
Administrator of the General Services Administration. 

We are glad to have you with us, Mr. Mills. Have a seat and give 
us your statement, please. 
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STATEMENT OF EDWARD K. MILLIS, JR., DEPUTY ADMINISTRATOR, 
GENERAL SERVICES ADMINISTRATION, ACCOMPANIED BY ROY 
W. CRAWLEY, DIRECTOR OF ADMINISTRATION, GENERAL SERV- 
ICES ADMINISTRATION; JOHN G. HARLAN, JR., ASSISTANT COM- 
MISSIONER FOR OPERATIONS, DEFENSE MATERIALS SERVICE, 
GENERAL SERVICES ADMINISTRATION; ROBERT T. DALY, ASSIST- 
ANT COMMISSIONER, OFFICE OF SUPPLY OPERATIONS, FEDERAL 
SUPPLY SERVICE, GENERAL SERVICES ADMINISTRATION; AND 
WILLIAM P. TURPIN, ASSISTANT COMMISSIONER, BUILDINGS 
MANAGEMENT, PUBLIC BUILDINGS SERVICE, GENERAL SERVICES 
ADMINISTRATION 


Mr. Mirts. Mr. Chairman and committee members, I am Edward K. 
Mills, Jr., Deputy Administrator of General Services. I have with 
me several principal officials of GSA from the various program areas 
in which your subcommittee has indicated interest. We will at- 
tempt to answer such questions as you may ask concerning our activi- 
ties upon completion of my opening statement. 

I cannot emphasize too strongly that GSA’s workload and its result- 
ant employment levels involve factors largely outside our control. 
GSA is a service agency and its workload is, to a major extent, deter- 
mined by the demands of customer agencies for space, buildings main- 
tenance and protection, supplies, records management assistance, and 
transportation assistance. Service is the mission of GSA and our 
objective is to serve our customers efficiently and effectively but as 
economically as possible. Unless GSA refuses to provide services 
specifically requested by other agencies, it cannot maintain firm con- 
trol of its employment levels. This difficulty is further increased 
when agencies request GSA to provide them with a particular service 
on a reimbursable basis—the agencies to pay GSA for the service 
rendered. To refuse to provide the service which Congress created 
GSA to perform would be an abnegation of our statutory responsi- 
bility. 

A second factor that precludes our having firm control over our 
employment levels results from actions of the President, the Congress, 
or other agencies which give GSA new functions or expand present 
programs. Some examples of these situations are : 

1. In 1950, buildings management responsibilities for 93 post offices 
were transferred from Post Office to GSA, together with 4,182 
employees. 

2. In January 1958, 102 employees were transferred to National 
Archives and Records Service from the Army Records Center in 
Alexandria, Va., in accordance with the expressed desire of Congress 
that all Government records centers be consolidated under GSA. 

3. In February 1958, TPUS ceiling was increased by 14 positions 
to handle the increase in traffic management workload for customer 
agencies. 

4. In March 1958, Federal Supply Service ceiling was increased by 
39 positions on a reimbursable basis to repair and maintain radiologi- 
cal monitoring equipment for FCDA. 
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5. In April 1958, Federal Supply Service ceiling was increased by 
45 positions to set up 8 new motor pools in further implementation 
of congressional intent, as indicated in Public Law 766, 83d Congress. 

Mr. Gross. Mr. Chairman, may I ask a question at that point ¢ 

Mr. Davis. Mr. Gross. 

Mr. Gross. Am I correct, you now have 52 motor pools? 

Mr. Mrius. We have 44 motor pools in the major cities where there 
is a large Federal establishment or family. 

Mr. Gross. I thought it was 52. 

Mr. Mitts. No, not yet. Ultimately our goal is to have between 
70 and 80. 

Mr. Gross. And you expect to establish 14 more in the coming fiscal 
ear? 

Mr. Mizxs. Approximately that number in the coming fiscal year. 
The ultimate goal is somewhere between 70 and 80 motor pools. 

Mr. Gross. How many new employees do you have when you create 
a motor pool? How many do they require? Is there a fixed figure? 

Mr. Mitts. I would like Mr. Daly to address himself to your ques- 
tion, Mr. Robert T. Daly, Assistant Commissioner, Office of Supply 
Operations, Federal Supply Service. 

Mr. Daty. Mr. Gross, there is no fixed figure, sir. We could esti- 
mate roughly, depending on the size of the pool, that we may need 
four or five people. Actually all we need to operate these pools 
are two or three maintenance-type employees, a dispatcher, and a 
couple of clerks. It is difficult at this time to make an accurate 
estimate but I shall be glad to supply that for the record. 

Mr. Gross. You now have 52 and plan to add 14 in the coming fiscal 
year? 

Mr. Day. We now have 44 pools in operation. During the com- 
ing fiscal year we intend to establish additional pools. We will proba- 
bly _ it up to 58 this year and ultimately have between 70 and 80 
pools. 

Mr. Gross. These people who operate these polls, are they Gov- 
ernment employees ? 

Mr. Daty. Yes. 

Mr. Gross. You do not contract those ? 

Mr. Daty. No. 

Mr. Gross. That is all, Mr. Chairman. 

Mr. Davis. What circumstances and facts cause you to set up a 
motor pool? 

Mr. Datry. Mr. Chairman, we first pick an area of considerable 
motor vehicle density. That is a large city, usually, or somewhere 
in the country where we know there are a good many Government 
passenger cars or trucks. We then make a survey, cooperate with 
the agencies concerned, to see if by pooling the cars we can come 
up with tangible savings. 

Mr. Davis. What agencies are in your motor pools? 

Mr. Daty. Practically any of them, such agencies as Agriculture, 
the Department of the Interior, the Department of Commerce, and 
some administrative-type agencies of the Department of Defense also 
use our motor pools. 

Mr. Davis. Are any departments excluded ? 
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Mr. Daty. We have made some exceptions at times in some cities 

where the nature of the work of the agency would not fit into the 
ool. 

Mr. Davis. Such as what ? 

Mr. Daty. For example, take the FBI. The FBI, with police- 
type cars, obviously would not fit into a motor pool. 

That would also apply to the CAA, now the FAA, for their in- 
spectors that do monitoring work. But if the car lends itself to pool- 
ing, practically all agencies participate in the pools. 

Mr. Davis. Who operates the cars and what is the method of op- 
eration / 

Mr. Dary. The method of operation is simply this. If a Govern- 
ment agency needs a car they can telephone the motor pool and say, 
“Let me have a car on such and such a date at such and such a time. 
We expect to use it somany hours.” 

They call at that time on that date and the car is full of gas and 
ready to go. A Government employee of that agency does the driving. 
We furnish no chauffeurs. 

Mr. Davis. Do they come by the motor pool and pick up the car? 

Mr. Daty. Yes, Sir. 

Mr. Davis. How do they get there ? 

Mr. Day. The employee will either use public transportation or 
sometimes drive his own car to the pool. 

Mr. Davis. And leave his car there ? 

Mr. Datry. No, that is not permitted. 

Mr. Gross. Will you yield ? 

Mr. Davis. Mr. Gross. 

Mr. Gross. Reading from a statement made by the GSA before the 
Appropriations Subcommittee this year—I do not have the date but 
it was early this year—the GSA provided this statement : 

For the year 1959 it is expected motor pools will have been established in 52 
major cities. Additional pools are scheduled in 14 more cities during 1960, 
and that for a total of 66. 

Mr. Daty. Mr. Gross, we did originally have a program for 1959 
of 52 pools. Actually we are behind schedule in establishing these 
pools and as of the close of 1959 we had 44 actually in existence. In 
our program next year we will try to pick up what we have lost this 
year. 

I will correct my statement. I think my statement was between 
70 and 80. However, I think you are correct that we scheduled 67 
pools as a result of a survey of the various cities we had under con- 
sideration. 

Mr. Davis. When you set up a pool you buy new cars, I suppose 4 

Mr. Day. No, sir. We will take into our pools the cars the agen- 
cies themselves are using. In other words, the agencies will give us 
their cars. It is quite true that some of the agencies have turned 
over cars to us that we immedaitely tried to dispose of because they 
were so old that it was not economical to continue to operate the cars. 
I will have to check myself on that, but I think our criterion is 6 years 
or 60,01 10 miles, whichever comes first. 

Mr. Gross. Six years and 60,000 miles, and you now want to go 
to 4 years and 50 4000 miles, and I have a 1954 Oldsmobile that has been 
run 100,000 miles. I do not think I can buy that 4 years and 50,000 
miles. 
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Mr. Dary. I agree with Mr. Gross, and I drive my own cars as 
long as that; but we have found, and have the statistics to support our 
position on this, that when we have various people driving a car in- 
stead of just the owner, the car gets harder use, and our statistics show 
the maintenance costs become excessive. 

Mr. Davis. What standards do you follow in buying new cars? 
Do you buy the entire range of prices or do you have a particular 
price range that you buy ¢ ars in? 

Mr. Daty. Mr. Chairman, as you know, we are limited by law to 
pay not more than $1,500 for a passenger car. We advertise for com- 
petitive bids in the low price field. 

Mr. Davis. I did not know that. Iam glad to know it. What kind 
‘an you buy for $1,500 ? 

Mr. Day. In the past year we bought Plymouths, some Chevrolets, 
and we opened bids in May or June and bought Fords. We are paying 
very close to the statutory limit. I think the last Fords bought were 
$1,475. This winter we bought Plymouths right up to the limit for 
$1,499. 

Mr. Davis. Do youask for bids? 

Mr. Daty. Yes, sir; competitive bids. 

Mr. Jonansen. Will the chairman yield ¢ 

Mr. Davis. Mr. Johansen. 

Mr. Jonansen. This $1,500 limitation, I assume, is for cars pur- 
chased for the pools? 

Mr. Dary. No, sir; that is for any passenger car in the Govern- 
ment unless there is other statutory authority. For example, if the 
Secretary of a Department has a limousine he is usually given special 
authority, but $1,500 is the limit for other passenger cars. 

Mr. Jouansen. 1 am amazed and delighted, but I think I have 
seen a good many cars around Washington that must have special 
authorization. 

Mr. Dary. I do not know how many we have now, but we have 
several higher priced cars in our pool, but they are seized cars. 

Mr. Jonansen. What kind? 

Mr. Dary. We call them seized cars. If the Treasury Department 
or some other enforcement agency seizes a car that has been used by a 
dope runner or someone in violation of the law and the car is turned 
over to the Government—and some are in excellent condition—we ac- 
quire them for use in our pools. It costs us nothing and we have a 
few in our pools. I think most of those you see around Washington 
are authorized for heads of departments and other officials. 

Mr. Gross. Let. me ask a question that has bothered me for a long 
time. Elow do officials in Washington obtain Cadillacs under lease, 
do you know ¢ 

Mr. Dary. I am not familiar with that. We generally do not lease 
Cadillacs. 

Mr. Gross. Generally, or do not ? 

Mr. Day. To the best of my knowledge, we do not. 

Mr. Gross. Are you giving any consideration to using economically 
operated foreign cars ? 

Mr. Daty. We have this in mind: We understand the Big Three 
are coming out in October 
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Mr. Gross. I am talking now about foreign cars, not American- 
produced cars. 

Mr. Day. No, sir; we have given no thought to the use of foreign 
cars. 

Mr. Gross. Why not? 

Mr. Day. It would be difficult for me to answer the question except 
to say this, that most of the foreign cars on the market today would 
probably be all right for city use, but if we are to use the cars in the 
pools we must have ample luggage room—not only to carry personal 
luggage but to carry the equipment employees need in their work, such 
as surveying and other similar equipment—and we are not convinced 
the foreign cars will stand up as well as the low cost American cars 
under our service conditions. Parts and service would also be a 
problem. 

Mr. Gross. Getting back to the American-manufactured cars, would 
you buy cars that are manufactured by Ford and Chrysler in foreign 
countries if they met your requirements ? 

Mr. Daty. If they met our specifications as to size, weight, and 
other characteristics. 

Mr. Gross. Do you anticipate doing that? 

Mr. Daty. What I was going to say, Mr. Gross, we expect Ford, 
Chrysler, and General Motors to come out sometime this year with a 
smaller type car that would be more or less in competition with some 
foreign cars in this country. 

Mr. Gross. But made in this country ? 

Mr. Daty. Yes. Weare very much interested in that. 

Mr. Gross. Why would you be interested in that ? 

Mr. Dany. If we could get the smaller type car that will do the 
same job as the present type car, with lower gas mileage and other 
operating costs, it would be greater economy, so we are interested, but 
we will reserve decision until we can make sure they will meet our 
specifications and serve the end use. 

Mr. Gross. You should have no compunction to buy foreign cars if 
they serve your needs, since the administration policy seems to be to 
flood the country with foreign goods. 

Mr. Daty. If they met our specifications we would have to apply 
the Buy American Act in considering such bids. 

Mr. JoHansEN. How would that apply with reference to foreign- 
made cars? I have a very special interest. I come from Michigan 
and we make a few automobiles there and expect to keep the Govern- 
ment as a customer. 

Mr. Daty. Assuming that a foreign manufacturer made a car that 
met our specifications, and he bid, we would have to consider his price 
along with other prices, but we would apply the price differential 
under the so-called Buy American Act in evaluating his bid with all 
others. 

Mr. Jowansen. I do not recall that differential. Is it something 
you can state flatly ¢ 

Mr. Daty. It is 6 percent plus 6 percent if you are evaluating a bid 
in a surplus labor area. 

I hasten to say we have never been faced with this situation. To 
the best of my knowledge no foreign manufacturer has been able to 
meet our specifications and we think our specifications reflect the mini- 
mum requirements necessary to do the job. 
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Mr. JonanseEn. I hope the record will show, since I asked questions 
about this, that. in so doing I did not remotely intend to suggest that 
we be faced with such a situation, and if we ever are I will do what I 
can to correct the situation. 

Mr. Davis. Any further questions on that subject ? 

Mr. Scorr. Mr. Chairman ¢ 

Mr. Davis. Mr. Scott. 

Mr. Scorr. Do you get the impression that the dealers and the man- 
ufacturers may be losing money in selling to the Government at a cost 
of $1,400? 

Mr. Dary. No, sir. 

Mr. Scorr. You do not have any complaints in that connection ¢ 

Mr. Daty. No, sir. 

I make that statement for this reason. The $1,475 price, according 
to the best information that we can develop, is somewhat under the 
dealers’ price. 

The manufacturer certainly is not losing money because at times the 
competition is very keen between the Big Three. I think it is a fair 
price that they are bidding. 

Mr. Davis. Mr. Mills, in your statement, item No. 1, you say that 
in 1950 buildings management responsibilities for 93 post oflices were 
transferred from Post Office to GSA, together with 4,182 employees. 

I notice that Public Building Service Order No. 79, revised, dated 
October 28, 1958, contains a statement that by agreement with the 
Post Office Department, contracts will not be entered into for cleaning 
and janitorial services in past office space. This does not preclude the 
use of contract cleaning of other than post office space in a post office 
building, nor does it preclude the use of window and wall washing 
contracts in post office Salsabien 

How did that affect your transferring the 93 post offices from Post 
-. jurisdiction to GSA and 4,182 employees? Is that still in 
effect 

Mr. Mutts. It had no effect on the 93 post offices because at. that time 
we were not contracting for cleaning. However, our arrangement 
with the Post Office in connection with building management respon- 
sibilities has been under review for a long period of time, Mr. Chair- 
man. We are currently considering additional transfers. The dis- 
cussions have proceeded on a building-by-building basis. Buildings 
entirely occupied by the post office would continue to be cleaned by 
them. However, if it is a Federal office building in which the courts 
and other Government activities, as well as the post office, are involved, 
GSA might clean most of the building, but not the mail handling 
space and swing rooms. 

Mr. Davis. The entire building, or that part of it which is not used 
for post office purposes ? 

r. Mitus. Only that part which is not used for post office purposes. 
In the initial discussions a ratio of about 90 percent to 10 percent was 
used when considering whether or not to transfer a building. 

Mr. Davis. 90 percent what? Post oflice or Federal ? 

Mr. Muts. If less than 90 percent use by post office. 

Mr. Davis. In all other instances, the post office part is cleaned by 
the post office employees? 

Mr. Mitts. In sc rol the post office mail handling part would 


be cleaned by post office employees. 
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There are approximately 200 buildings that are being considered, 
building by building, as to the exact responsibilities of our agencies. 

Mr. Davis. That part of your Public Building Service Order No. 
79, which I read there, has that gone into effect ? 

Have you made any contracts under that stipulation or are the old 
contracts still in effect ? 

Mr. Mitts. We have no contracts for cleaning and janitorial services 
in post office space. Under that Public Building Service Order No. 
79 there will be no termination of Federal employees as a result of 
awarding a cleaning contract. 

Mr. Davis. What will happen to the Federal employees? 

Mr. Mitus. Unless they are taken care of through attrition, or 
unless it is a new area that is to be cleaned, they would not be affected 
in any Way. 

Mr. Davis. If you contract out the cleaning of the building and 
there are a number of custodial and janitorial employees employed 
there, what disposition is made of them ? 

Mr. Mitxs. We do not contract out cleaning if it would require 
termination of employees. It is only in a case where there is a new 
area to be cleaned, a new office building or a new leased space for 
Federal occupancy, that we contract out cleaning. 

Mr. Davis. Do I understand then that you do not contract out these 
services where it would result in keeping people on the payroll with 
no work to do? 

Mr. Mirus. That is correct. 

Favlier you used the term “meat-ax approach.” We subscribe to the 
avoidance of that approach. 

We enter into these contracts only when it does not require a 
reduction in force of Federal employees then on the payroll. How- 
ever, Where it is new space and no people are affected by awarding the 
contract to private industry, mostly small business, we see no valid 
objection to entering into such a contract in those cases. 

Mr. Davis. Did the GSA play any part in the incident that Mrs. 
Sullivan testified about here today ? 

Mr. Mitts. Not to my knowledge. 

Mr. Jonansen. Mr. Chairman 

Mr. Davis. Mr. Johansen. 

Mr. Jouansen. I missed a part of the key sentence of the witness. 

Do I understand that where the contracting out of this work would 
involve either the displacing of personnel through a situation other 
than attrition, or where it would involve keeping personnel where 
there would be no work for them to do, that you would not contract 
out in those situations ¢ 

Mr. Mitts. I would put it the other way around. I would say we do 
not contract out cleaning if it involves termination of employment of a 
Federal employee. 

Mr. JoHANSEN. What if your contracting out of work involves keep- 
ing still the same number of Federal employees? 

Mr. Mitus. A number of factors must be considered. 

This is William Turpin, Assistant Commissioner, Buildings Man- 
agement, Public Buildings Service, General Services Administration 
under whom this contractual area falls. 
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Mr. Turern. Mr. Johansen, our policy with respect to the contract- 
ing of the cleaning is to do it only in new locations where we would be 
required to hire additional employees to do the job, or in an area where 
we have a number of buildings and, through attrition, we are able 
to contract out the cleaning at one location and use the people there 
to fill up the vacancies in other buildings in that general area. 

Mr. JoHansen. The only point I am trying to get very clearly es- 
tablished in the record is that this does not in any way, or in any cir- 
cumstance, result in a doubling up in the sense that work is con- 
tracted out and an equal amount of work is contracted out with yet 
the same number of Federal employees retained. 

Mr. Turpin. Absolutely not. It does not result in a doubling up, 
Mr. Johansen. 

Mr. JoHANSEN. Unless there is a net result in saving one way or the 
other, or unless there is additional work which has got to be met, 
i could not see any possible justification for it. 

Mr. Turpin. You are correct, sir. Any time that we enter into a 
cleaning contract, if we did not enter into such contract, we would 
have to hire new people. 

Mr. JoHANSEN. That clears the point. 

Mr. Davis. What is the purpose behind contracting out these serv- 
ices?’ Why do you contract them out ? 

Mr. Turpin. Mr. Chairman, it is the policy of GSA consistent with 
the administration policy to contract out this type of service when it is 
practical and when the cost is equal or less than it would cost us to do 
it by Government employees. 

We are proceeding with contracting this work out on a cautious 
basis, but our experience to date indicates that it is cheaper 

Mr. JoHANsEN. Why isthat? Is the Government paying too high a 
price for Federal employees to do this work or do the contractors hire 
them at too low a price? What is the reason for the saving that you 
say is effected ? 

Mr. Turptn. The principal reason for the difference in cost is in the 
pay. The Government employees get a number of fringe benefits 
that the contract. employees do not. get, such as retirement and leave 
privileges. 

Mr. Davis. Have you found that the employees under the private 
contractor do not have retirement. benefits ? 

Mr. Turpin. That is generally true from our experience to date, 
Mr. Chairman. 

Of course, we have only had these contracts for 3 or 4 years. It is 
au relatively new activity and I imagine that most of the employees 
that the contractors have are new employees. Whether or not, as 
the employees of these contractors are with them for a greater number 
of years, they will then have leave or retirement privileges, I do not 
know. 

Mr. Davis. How does the pay scale of these contractors compare 
with the Federal employees’ pay ? 

Mr. Turpin. The scale actually varies, location by location. The 
spread between the pay that the Government employees receive and 
that which the contractors pay is greater in the southern area and 
in the less populated areas than it is in the larger metropolitan areas 
in the North. 
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Mr. Davis. I notice in the information the subcommittee has for the 
St. Louis area that the scale runs in this order: A. F. of L. union scale 
for “janitor” is $1.22 an hour. The GSA scale of a “janitor” is $1.48 
an hour; Army Air Force wage board, $1.84 per hour in the classifica- 
tion of “laborer.” 

Do you know why the Army-Air Force scale is $1.84 per hour with 
the classification of “laborer” for the same work? Why is that sub- 
stantially higher than these other two categories ? 

Mr. Turpin. I do not know the factors that the Army uses in arriv- 
ing at those rates, Mr. Chairman. 

Mr. Davis. Do you know what work is assigned to the “laborer” 
classification ? 

Mr. _poneIN. The “laborer” classification of the military or the 
Army 

Mr. Davis. Yes; why they pay $1.84 per hour ? 

Mr. Turrrn. No, sir; I do not. 

Mr. Gross. Mr. Chairman ? 

Mr. Davis. Mr. Gross. 

Mr. Gross. What is your top wage per hour under these contracts? 

Mr. Turpin. It varies, Mr. “Se 

Mr. Gross. Do you know offhand what your top figure is? 

Mr. Tourer. Mr. Gross, the rate for the lower custodial work— 
grade 1, step 1—runs from a minimum of $1 per hour to a top of $2.09 
per hour. 

Mr. Gross. $2.09 per hour? 

Mr. Turpin. Yes, sir. 

Mr. Gross. Janitorial or custodial service under contract; is that 
right ? 

Mr. Turpin. No, sir; that is the Government rate. 

Mr. Gross. What about under contract? Do you have any figures 
with respect to that on contracts you have let for this service? 

Mr. Turrin. No, sir. We do not have access to the information on 
rates that the contractors pay in each case. The contract amount 
charged to the Government is figured on as a square-foot rate. 

Mr. Gross. You can figure the per hour cost, can you not? 

Mr. Turrrn. I can tell you in some locations the wages that the 
contractors pay are about 50 percent of what the Government pays. 
It would vary from that point up to where the difference might only 
be 10 or 15 percent. 

Mr. Gross. Where is your $2.09 figure paid ? 

Mr. Turrrn. That isin San Francisco. 

Mr. JoHANSEN. Where is the $1 figure paid ? 

Mr. Turpin. Valdosta, Ga. 

Mr. Jouansen. Are those wage board scales ? 

Mr. Turrrn. That is correct, sir. That is the wage board rate for 
the lowest level of custodial workers. 

Mr. Gross. Grade 1, step 1; right? 

Mr. Turpin. That is correct. j 

Mr. Davis. Mr. Mills, we have taken considerable time in asking 
questions and have abandoned your statement. 

If it is agreeable to you, we will put your statement in the record 
and proceed to ask questions. 
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Mr. Mints. Certainly. The statement was simply to assist the com- 
mittee in connection with giving the information in answer to the 
questions you submitted to us. 


Mr. Davis. We will place the balance of your statement in the rec- 
ord at this point. 
(The balance of the statement of Mr. Mills follows:) 


6. In April of 1958, FSS ceiling was increased by 160 positions to handle a 
25 percent increase in stores depot sales resulting from increased customer 
agency requirements. 

7. In July of 1958, 88 employees were transferred to NARS from 4 Navy 
records centers. 

8. In November of 1958, FSS ceiling was increased by 150 positions to handle 
increased stores depot sales, to perform reimbursable work for OCDM, and to 
perform increased export packing workload at the New York warehouse. 

9. In March of 1959, PBS ceiling was increased by 149 positions on a re 
imbursable basis to perform custodial duties for the Atomic Energy Commission 
and for the Army at Denver. 

10. On September 26, 1956, the President directed GSA to conduct a review of 
Government procurement policies and procedures as recommended by the Cabinet 
Committee on Small Business. One of the Committee’s major recommendations 
was that a codification of Government procurement regulations be made. A 
Procurement Task Force was set up in the Office of Administration to handle 
this assignment. On March 17, 1959, the “Federal Procurement Regulations 
System” was established by publication in the Federal Register. This system 
will make regulations of general applicability, as well as individual Federal 
agency procurement regulations, readily accessible to Government and industry 
alike. By letter of June 24, 1959, to the Administrator of General Services, the 
President commented, “The work leading to the enactment of Public Law 85-800, 
and the recent establishment of the Federal Procurement Regulations System, 
particularly, should be of lasting significance.” 

11. In August of 1956, Congress directed GSA (Public Law 968, 84th Cong.) 
to represent the Government’s interest as a consumer in rates charged by 
A.T. & T. and Western Union for communications services in connection with 
Air Force’s semiautomatic ground environment (SAGE) system which is de 
signed to furnish adequate warning of any impending air attack on the United 
States and to direct interception by defending aircraft and other defensive 
weapons. A special SAGE Task Force was created by GSA and, as a result of 
its advocacy of the Government’s interest, the Federal Communications Commis- 
sion ordered a 15 percent cut in rates. For SAGE alone, the savings will reach 
$10 million a year, or $100 million total during the minimum life of Defense’s 
10-year contract. In addition, other military and civilian agencies will save 
$4.6 million a year as a result of the reduction. Western Union reduced its 
rates 18.9 percent on another military project and this will save Air Force 
$785,000 per year. It is expected that the total of all savings over a 10-year 
period will be in excess of $150 million. 

The above increases total 747 positions added to GSA’s employment level 
since January of 1958. They clearly illustrate our problem insofar as control 
of employment levels is concerned. If we are to render service as requested by 
customer agencies, expand existing programs, or assume new activities as di- 
rected by the President or the Congress, we must necessarily expand our work 
force to adequately perform those services as indicated by the above examples. 

At this point, I would like to answer the seven questions contained in the 
letter of June 29 from the chairman. 

1. “Employment at General Services Administration has continued to rise 
in the past several years. Why? 

The following table indicates GSA employment as of June 30 from 1950 
through 1959: 


June 30, 1953 27, 891 
June 30, 1954_ | 27, 936 


It should be noted that, in the 8-year period from June 30, 1951, when the 
GSA organization was stabilized, to June 30, 1959, employment declined 2,434 
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positions from 30,370 to 27,936. Moreover, GSA’s employment has remained 
relatively stable for the past 3 years at figures ranging between 27,410 and 
27,936, as compared to 30,370 in 1951, 29,142 in 1952, and 28,956 in 1953. 

During this same &-year period, the following workload increases occurred : 

In PBS, reimbursements from other agencies for buildings operations in- 
creased approximately 25 percent; funds for repair and improvement increased 
over 200 percent ; construction appropriations increased from $1.5 to $212.3 mil- 
lion; and construction awards for new buildings went from 8 to 25. During 
this period, PBS employment dropped over 15 percent from 24,161 to 20,488. 

In FSS, employment increased from 2,474 as of June 30, 1951, to 3,058 as 
of June 30, 1959 (+24 percent). During this period, the following increases in 
workload occurred: (1) Stores stock sales (including fuel) totaled $44.8 million 
in fiscal year 1951 and $146 million in fiscal year 1959, an increase of 225 
percent; (2) direct delivery purchases totaled $65.7 million in fiscal year 
1951 and $177 million in fiscal year 1959, an increase of 169 percent; and (3) 
excess declarations to GSA totaled $98.3 million in fiscal year 1951 and $1.1 
billion in fiscal year 1959, an increase of 1,000 percent. 

In addition to the above increase in FSS workload for major functions which 
were performed in 1951 and also in 1959, the following functions were per- 
formed in fiscal year 1959 which were not performed at all in fiscal year 1951: 
(1) GSA motor pools—no motor pools were in existence in fiscal year 1951 
with no employment for this function. However, in fiscal year 1959, 44 motor 
pools were in operation with the June 30 employment of 363; and (2) in fiscal 
year 1951, there was no GSA OCDM warehouse program. However, in fiscal 
year 1959, GSA operated 23 warehouse facilties for stockpiling OCDM supplies 
valued at $99.5 million, with 218 employees. These latter two functions ac- 
counted for an increase of 581 positions, whereas the total increase in FSS 
employment was only 584 positions for the entire 8-year period. 

In NARS, records disposals increased 730 percent: records holdings increased 
750 percent ; reference services increased nearly 3,600 percent ; and a comprehen- 
sive program of records management assistance to customer agencies was de- 
veloped. During this period, NARS employment increased from 603 to 1,190— 
513 of this 587 increase in employment is accounted for by the transfer of (1) 
the St. Louis Records Center from the Defense Department in 1952; (2) the 
Veterans’ Administration Records Center in Columbus, Ohio in 1956; (3) the 
Army Records Center in Alexandria, Va., in 1958; and (4) four Navy Records 
Centers in 1959. 

In TPUS, savings attained through reduced freight charges increased S872 
percent; participation in regulatory proceedings on transportation cases in- 
ereased 300 percent; participation in regulatory proceedings on utility cases 
increased 175 percent; and a comprehensive survey program of customer agen- 
cies traffic management activities was developed. During this period, employ- 
ment increased from 126 to 264. 

In DMS, stockpile inventories increased 250 percent from $1.97 to $6.88 million 
and Defense Production Act materials inventory increased 680 percent from $178 
million to $1.39 billion. During this period, DMS employment increased only 
5 percent from 721 to 757. With the near completion of the physical inventory 
program begun in fiscal year 1957, there has been a steady decline in DMS 
employment over the past 2 years from 918 to 757. Further decreases are 
expected. 

The above is a record of which GSA is genuinely proud, Mr. Chairman. 

2. “Your agency’s success in meeting the Bureau of the Budget’s order of 
September 9, 1958, to achieve a 2-percent reduction in your employment 
during fiscal year 1959.” 

The Bureau of the Budget letter stated that “the goal which the President 
desires to achieve will require that employment levels for 1959 be at least 2- 
percent below those that can reasonably be financed from appropriations for 
the current year.”’ In our reply to the Bureau of the Budget, 29,095 was estab- 
lished as the June 30, 1959, employment level which could reasonably be 
financed. As of June 30, 1959, GSA’s actual employment was 27,936 which is 
3.98 percent below the level that could have been financed. 

3. “Review of GSA’s procurement functions, indicating the role of GSA 
in procurement for the Federal Government; possible overlap and dupli- 
eation with other departments and agencies; and the guidance provided by 
your agency to departments and agencies in this functional area.” 
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The Federal Supply Service procures, stores, and distributes a wide range of 
items common to all Federal agencies and conducts programs to standardize and 
catalog items of purchase. 

Certain of the items procured by FSS are stored and issued through a 
nationwide system of stores depots which carry about 9,000 different items. 
Sales to customer agencies for fiscal year 1958 amounted to $121 million. In 
fiscal year 1959, these sales reached $146 million, or an increase of 21 percent. 

More than 50,000 other items are contracted for by FSS with agencies placing 
their orders with the contractors for direct delivery to using activities. Under 
this program, which is known as the Federal supply schedule program, agencies 
placed orders totaling $411 million in fiscal year 1958. In fiscal year 1959 
agency orders rose to $520 million, an increase of 27 percent. 

A myriad of other items required by Federal agencies are consolidated by 
FSS and purchased for direct delivery to the use points. These include special 
services to certain agencies upon request, such as commodity and equipment 
purchased on behalf of the International Cooperation Administration for deliv- 
ery to oversea missions. Purchases for direct delivery, including the ICA 
program, amounted to $172 million in fiscal year 1958 and $175 million in fiscal 
year 1959, an increase of 4 percent. ICA purchases totaled $36 million in fiscal 
year 1958 and $33 million in fiscal year 1959. 

Although executive agencies have responsibility for the procurement of cer- 
tain of their requirements, Federal Supply Service has specific regulatory func- 
tions in connection with personal property management for initiating and 
developing prescribed supply policies, programs, regulations, and procedures 
designed to promote economy, efficiency, and uniformity in the supply operations 
of all executive agencies. This is accomplished through “Title I: Personal Prop- 
erty Management Regulations” of the General Services Administration, and in 
GSA circulars. In addition, supply specialists are assigned to work directly 
with agencies having major supply activities. 

GSA has been endeavoring to eliminate duplication of effort-in the Govern- 
ment’s large and complex procurement operations. 

The establishment of our governmentwide Federal supply system is based on 
the delegation of responsibility to each agency for the procurement of items 
peculiar to its own requirements and the procurement of common items of sup- 
ply by FSS under consolidated or centralized purchasing programs. 

Civilian agencies must procure their requirements of all common-use items 
listed in the Stores Stock Catalog from GSA, with certain exceptions. Military 
departments aiso must obtain certain selected common-use items from GSA in 
accordance with special agreements between GSA and the Department of 
Defense. Items covered by current agreements include office supplies, office 
machines, and office furniture. Military departments must use FSS stores 
depots as a preferred source of supply for common-use items authorized by their 
department for local procurement. Each Federal supply schedule indicates the 
extent to which it is mandatory for use by both civilian and military agencies, 
or permissive, depending upon the individual circumstances. 

There are several areas in which GSA is working with other agencies to 
eliminate duplication at present. For example, the Veterans’ Administration is 
the largest purchaser of food for the civil agencies of the Government. How- 
ever, almost 30 percent of the total civil agency requirements are being bought 
by GSA and hy individual agencies. To eliminate this duplication, we are cur- 
rently making a purchase assignment to the Veterans’ Administration and that 
agency will eventually become the procurement source for subsistence for the 
civil agencies. 

In addition to the personal property management guidance and assistance 
furnished through GSA regulations and circulars, we develop handbooks, 
guides, and governmentwide training programs to improve supply methods and 
increase the quality of products and services required by the agencies. We 
also conduct a technical assistance program which involves customer liaison 
through (1) full-time assignment of supply management specialists to each of 
the major supply agencies to act as consultants on all supply matters, and 
(2) maintenance of a supply management group to conduct specific surveys or 
special studies of Federal agency supply operations. This program identifies 
problems and needs of Federal agencies and enables supply policies and pro- 
cedures to be strengthened, improves customer service, and develops manage- 
ment interest in personal property programs through such activities as the estab- 
lishment of interagency stockrooms which eliminate duplicate supply rooms in 
the same building or area. 
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4. “The use of contractors to perform custodial services, including the 
trend in the Federal Government. If the trend is rising, why?” 

It is the policy of GSA to have custodial services performed by contractors 
when it is practical to do so at a cost comparable to that of performance by 
Government employees. The policy is being implemented, however, on a con- 
servative basis and with due consideration for those employees currently on the 
rolls and engaged in these functions. Instructions for implementing this policy 
are contained in PBS Order No. 79, revised, dated October 28, 1958. A copy is 
available for the record if it is the wish of the subcommittee. 

Space operated by GSA has increased from 101.9 million square feet in 1955 
to 111 million square feet in 1959. The quantity of space covered by contract 
cleaning has increased from 3.1 million square feet in 1955 to 12.7 million square 
feet in 1959. Owner-serviced leased space has increased from 15.1 million 
square feet in 1955 to 20.5 million square feet in 1959. 

The quantity of space either owner-serviced or covered by cleaning contracts 
has increased from 18 percent in 1955 to about 30 percent in 1959, whereas the 
percentage of the total space cleaned by GSA employees has decreased from 82 
in 1955 to about 70 in 1959. 

5. “The use of contractors, for other than custodial services, to perform 
functions historically performed in your agency.” 

The following illustrate these types of contracts entered into by GSA: 

(a) Labor or stevedoring contracts (FSS).—Commercial labor and stevedor- 
ing services are used in connection with our warehousing operations to provide 
a flexible means of employing labor for periods of peak workloads of limited 
duration. The employment of personnel under commercial labor contracts is 
terminated on short notice if those employed prove inept and when the volume 
of business no longer warrants retention. Labor provided by commercial con- 
tractors is employed in areas requiring unskilled personnel only, such as in 
the warehouse receiving and shipping sections for loading and unloading trucks 
and rail cars. Authorizing legislation is included in the independent offices ap- 
propriation acts under Public Law 85-69, 85th Congress, for fiscal year 1958 and 
Public Law 85-844, 85th Congress, for fiscal year 1959. 

(b) Typewriter and office machine repair contracts (FSS).—Each GSA re- 
gional office maintains term contracts for maintaining and rehabilitating office 
equipment owned by the various agencies. These include (a) repair, mainte- 
nance, and reconditioning of typewriters; (b) adjustment, repair, servicing, 
maintenance, and reconditioning of comptometers, calculators, adding machines, 
and bookkeeping machines; and (3) repair, maintenance, and reconditioning 
of certain duplicating machines. These contracts are available for use by all 
Federal agencies in the specific geographical areas outlined in the contracts. 

(c) Furniture reconditioning and refinishing contracts (FSS).—Substantial 
economies are realized by the Government through the rehabilitation of furni- 
ture at a substantial reduction in cost over new procurement. The GSA regional 
offices establish term contracts under which agency-owned furniture in sound 
condition is reconditioned and refinished to meet the most technical specifica- 
tion for a quality product. The most modern techniques and methods for re- 
storing furniture are used under these contracts to produce high quality work- 
manship and improved appearance of the items involved. They cover wood 
and metal items of office furniture, file cabinets, household and quarters furni- 
ture, and hospital furniture. 

(d) Automotive repair contracts (FSS).—Automotive repair contracts are 
established by the GSA regional offices to help maintain the Government’s inter- 
agency motor pool fleet. These term contracts cover maintenance, service, and 
overhaul of Government-owned vehicles and painting and glass replacement. 

(e) Space planning contracts (PBS).—In PBS, several space planning con- 
tracts have been made for the preparation of detailed space layout plans to 
meet the requirements of specific agency operations. Considerable value was 
obtained from these contracts in the way of knowledge of space techniques being 
developed and applied by commercial organizations. Our experience has indi- 
cated, however, that it is more practical to have this type of work done by our 
own employees. Accordingly, it is now the policy of GSA that space planning 
and layout work be performed by GSA personnel except in instances of unusual 
circumstances. 

6. “Classification grade and salary levels. What changes are occurring 
in the classified grade structure in your agency? Why? 
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Again, I would like to compare GSA’s position on June 30, 1951, with its 
position on June 30, 1959, as indicated below : 


June 30, 1951 | June 30, 1959 June 30, 1951 | June 30, 1959 
Percent Percent Percent Percent 
| (3) 0.1 || GS-8 4 <a 
GS-14... 1.9 es 11.9 11.1 
12 positions, 
2 § positions. 
31 position. 


The above table indicates that 73 percent of GSA’s classified positions were 
in grades GS-1 through GS-7 on June 30, 1951, and almost the identical per- 
centage, 72.8 were in the same grades on June 30, 1959. Above grade GS-7, per- 
centage changes were not significant. During this 8-year period, the average 
GS grade declined slightly from 6 to 5.9. The average classified salary increased 
from $4,039 per year as of June 30, 1951, to $5,451 per year as of June 30, 
1959, as a result of pay raises given to the classified service and due to periodic 
within-grade pay increases. It should be emphasized that this accomplishment 
of reducing our average GS grade from 6 to 5.9 over an 8-year period is, in our 
opinion, indeed significant. 


7. “Has the increase in supergrades resulted in the creation of additional 
positions? 


No additional positions have been created as a result of the increase in GSA 
supe "des, 
gig this concludes my opening statement. If there are any addi- 
tional questions which you or the members of your subcommittee would like to 
ask, we will attempt to answer them. 

Mr. Davis. We have 45 minutes left before the House convenes and 
now we will ask you some general questions. 

I would like to ask you this question. In 1953, your employment 
was 28,956 and it is now 27,936. 

What is the reason for the decrease ? 

Mr. Mitts. As you will notice, Mr. Chairman, from those figures, 
there was a very considerable increase in our employment from 1950 
to 1951. The figures jump from 21,863 to 30,370 as of June 30, 1951. 
That was shortly after the formation of GSA and it was a time during 
which GSA was stabilizing to perform its final mission. That was 
the all-time high reached, June 30, 1951, of over 30,000 people. 

There was a decrease from 1951 through 1955, as you will notice 
from the figures on page 5, from 30,000 down to 25,729. 

Since that date, 1955, there have been gradual increases each year 
thereafter, slowly increasing from 26,426 persons as of June 30, 1956, 
to 27,936 as of June 30, 1959. 

Mr. Davis. To what degree has the contracting out of work con- 
tributed to that decline? 

Mr. Mitus. That has made a contribution which is not reflected in 
these figures of approximately 1,100 persons, as I understar«|, by 
reason of attrition and having the cleaning job done by private i:ndus- 
try. In other words, if the cleaning work were to be done by Federal 
employees, this figure of 27,936 would have to be increased by some 
1,100 persons. 
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Mr. Davis. You have not listed your anticipated employment for 
June 30, 1960. 

What do you anticipate that will be ? 

Mr. Craw.ey. I am Roy W. Crawley, Director of Administration. 

We anticipate that our June 30, 1960, employment will be approxi- 
mately the same as we had on June 30, 1959. 

Mr. Davis. In June 1958, GSA had 34 supergrade positions and 
now has 48. 

Where did the 14 additional positions go? 

Mr. Crawtey. Mr. Chairman, they were distributed across all the 
organizational activities of GSA. Eleven of them went to our 10 
regional offices and the others were dispersed among the central office 
activities. 

We have 10 regional commissioners in supergrades as a result of 
the increase and allocation by the CSC of all of those 10 positions to 
supergrade positions. 

Mr. Davis. You said 11 of them ? 

Mr. Crawtey. One additional regional position, that of the Re- 
gional Director of the Public Building Service here in our Washing- 
ton region—which is by far the largest real property management 
job we have—also went to a supergrade. 

Mr. Davis. During 1958 you increased the grade level of nine 
supergrade positions. 

As an example, I cite the job of Special Assistant to the Adminis- 
trator of the nickel project which went from GS-17 to 18. 

What was the reason for that ? 

Mr. Crawtey. The reason for that, Mr. Chairman, was that the 
Civil Service Commission was authorized to increase the number of 
supergrade positions in the Federal Government. CSC asked each 
of the agencies in the executive branch to submit a list of reeommenda- 
tions to the Commission. The Commission went over each agency’s 
submission, evaluated the different jobs which were in those submis- 
sions, ranked them on a priority basis, agency by agency, and out of 
that process some of our jobs were upgraded. 

Mr. JoHaNnsEeN. How many submissions were there altogether and 
how many were upgraded out of that total ? 

Mr. Crawtey. Mr. Johansen, every agency submitted one document 
to the Civil Service Commission. GSA submitted a document, so 
there was one from our agency and one from every other agency. 

Mr. Davis. How many supergrade positions did you have in 1955? 

Mr. Crawtey. June 30, 1955, Mr. Chairman, we had 10 super- 
grade positions. 

Mr. Davis. You now have 48? 

Mr. Crawtey. We now have 48; yes, sir. 

Mr. Davis. In 1955, you had 25,729 employees and now 27,936 
employees. 

What "1 the reason for this disproportionate increase in supergrade 

itions 
ie, Craw ey. I think the explanation for that has been the interest 
on the part of the Congress in more proper recognition of the respon- 
sibilities of the top level positions in the Federal Government and 
the increase by the Congress in the numbers of positions which could 
be placed in supergrades. 
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For example, in 1956 the House Appropriations Subcommittee gave 
GSA 10 legislative grade 16’s. I think that is a clear indication of 
the point 1 am making. 

r. Davis. Who did that? 

Mr. Crawiey. That was the House Appropriations Subcommittee. 
That became public law. 

Mr. Gross. If I may interrupt, did IT not knock that out on a point 
of order in the House? 

Mr. Crawtey. No, sir; this was Public Law 623, Mr. Gross. 

Mr. Gross. I must have missed one there. That went through on 
the appropriations bill. 

Did you ask for it? 

Mr. Craw ey. I do not believe we did. 

Mr. Gross. Did you ask the Appropriations Committee or did the 
Appropriations Committee volunteer those supergrades ? 

Mr. Crawiry. They were volunteered, Mr. Gross. They were not, 
included in our submission, nor did we ask for them in the hearings. 

Mr. JoHANnsEN. What year? 

Mr. Craw ey. Fiscal year 1957, but it was in 1956. During fiscal 
year 1957. 

Mr. JouHansen. Those were volunteered by the Appropriations 
Subcommittee ? 

Mr. Crawtry. Yes, they were. 

On the other, that is a relatively minor factor, Mr. Chairman. . 

Mr. Davis. In the House or Senate? 

Mr. Crawtey. In the House. 

Mr. JOHANSEN. Was this supposed to be on the basis of new jobs 
or was it on the basis of upgrading the existing positions? 

Mr. Crawtry. It was on the basis, Mr. Johansen, of the fact that 
the responsibilities and the programs in GSA had increased in scope 
and complexity. It was a recognition of that fact. 

Mr. JoHANnsEN. I do not mean to be facetious, but how did GSA 
miss asking for them? 

Mr. Crawtey. There was no way we could have gotten them, sir, 
under the situation which existed at that time. There was a ceiling 
on the number of supergrade positions and GSA did not feel, nor 
did any other agency feel, it had a right to come to the Congress and 
ask for special treatment for itself. We did not ask. 

Mr. JoHansEn. I wonder if the gentleman from Iowa was aware of 
this openhandedness on the part of the Appropriations Subcommittee 
or was GSA the sole beneficiary ? 

Mr. Gross. They tried it again this year with some other agency 
but I got it out on a point of order. I am not so sure I did not get 
this one out on a point of order and then it was put back in conference. 

Does the gentleman remember the record ? 

Mr. Craw.ey. I cannot answer that. 

I have here a copy of Public Law 623 and the particular section 
that authorizes these 10 positions. 

Mr. Gross. I cannot remember. 

Mr. Davis. Off the record. 

(Discussion off the record.) 

Mr. Crawtey. Mr. Chairman, I would like to submit that this ac- 
counts for only 10 positions. 
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The major percentage of the increase stems from the fact that the 
Civil Service Commission was authorized to approve additional su- 
pergrade positions across the board, and out of that process came 
our larger percentage increase. 

Mr. are. How many employees do you now have in grades 13, 
14, and 15, and how many did you havea year ago? 

Mr. Crawtey. On June 30, 1958, we had 125 employees in grade 
15; and on June 30, 1959, 110 employees; in grade 14, on June 30, 
1958, we had 250, and on June 30, 1959, we had 263; in grade 13 on 
June 30, 1958, we had 481, and a year later, 506. 

Mr. Davis. I notice that in 1952 in the Defense Material Service 
Emergency Procurement you had 1 division chief, GS-15; 1 assistant 
division chief, GS-14, and 3 branch chiefs, at GS-13, for a total of 
5 above GS-12; and that today this division, the Project Adminis- 
tration Division has 1 division chief at GS-15, 1 assistant division 
chief, GS-15 and 3 branch chiefs, GS-15, as well as 4 managers, 
GS-14 and 7 assistant managers, GS-13. This makes a total of 16 
in that division above GS-12. 

What is the reason for that ? 

Mr. Crawzey. I missed the year that you picked, Mr. Chairman. 

Mr. Davis. 1952. 

Mr. Crawtey. 1952. 

Mr. Davis. As compared with today. 

Mr. Crawtry. I would attempt to answer that and then perhaps 
ask Mr. Harlan, who is the Assistant Commissioner for Operations 
in DMS to amplify. 

These statistics I feel are meaningful, Mr. Chairman. 

As of the end of fiscal year 1952, the stockpile inventories dollar 
value was $2.77 billion. As of June 30, 1959, the dollar value of that 
same stockpile was $6.88 billion. In addition, under the Defense 
Production Act programs there 

Mr. Davis. I suppose that was largely due to increases in quan- 
tity, not increases in price ? 

Mr. Craw.ey. Yes, sir; but I would defer to Mr. Harlan on‘the 
price angle. 

One other statistic which I think is extremely meaningful, Mr. 
Chairman, is that the Defense Production Act materials inventory 
as of the end of fiscal year 1952 was $90.8 million. As of the end 
of fiscal year 1959, it was $1.39 billion. 

I submit that this indicates a vast increase in the program. 

Mr. Davis. What was the first figure you gave? 

Mr. Crawtey. $90.8 million. That grew to $1.39 billion in that 
7-year period. 

Mr. Davis. Do you have any programs to control the classified 
pay schedule in your agency ? : 

Mr. Crawtry. Do you mean, do we have a system to insure that 
the pay for a classified employee is kept within normal limits? 

Mr. Davis. Yes; and to keep it from getting out of bounds? 

Mr. Crawtey. Yes, sir; we do indeed. 

As a matter of fact on January 8 of this year an order was issued 
on this subject of position classification. It is a statement of how 
seriously top management takes this classification problem in GSA. 
I would like to submit it for the record, Mr. Chairman. 
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Mr. Davis. It will be made a part of the record at this point. 
(The order referred to follows :) 


GENERAL SERVICES ADMINISTRATION, 
Washington, D.C., January 8, 1959. 


ADMINISTRATIVE SERVICES OrpER No. 43 


To: All Officials of the General Services Administration. 
Subject : Position Class:fication. 

1. Purpose—tThis order describes the legal requirements and objectives of 
the GSA position classification program, and defines responsibilities for proper 
administration of this program. 

2. Legal Requirements.—The Classification Act of 1949, as amended, authorizes 
the head of each Federal agency to classify positions consistent with standards 
issued by the Civil Service Commission. Positions must be classified on the 
basis of the difficulty, responsibility, and qualification requirements of the work 
performed. Conformance with this law and CSC standards is mandatory. The 
CSC periodically reviews agency positions to assure that classification standards 
are followed. Failure to abide by CSC standards can lead to withdrawal of the 
agency's authority to classify its positions. 

3. Objectives of Classification Act.——The Classification Act provides a fair 
and impartial system for determining the pay of employees. This law is based 
upon the principles of equal pay for equal work, and an equitable relationship 
among rates of pay. Under the Classification Act, employees receive pay in 
direct proportion to the complexity and importance of work performed. The 
system is designed to prevent favoritism from influencing an employee's pay. 
In addition, it provides pay equity among employees of different Federal agencies. 

4. Responsibilities of GSA Officials —Heads of Services and Staff Offices and 
Regional Commissioners are expected to support the classifications of positions 
which are made in consonance with Civil Service Commission standards. These 
officials should make certain that their employees are aware of the need for 
sound classification actions. They also shall assure that the duties performed 
by each employee are described accurately and completely on an official position 
description. Position descriptions, upon which position classifications are based, 
are official documents supporting the disbursement of public funds. In a sense, 
they are contracts between the Government and employees for work performed. 
They shall be prepared and maintained just as accurately as other documents 
serving as a basis for monetary payments. 

5. Correction of Misassignments.—All GSA officials are responsible for avoid- 
ing misassignments of their subordinates. A misassignment exists when an 
employee performs, for more than 30 calendar days, major duties which are not 
described on his position description, and an official “detail” has not been effected. 
Temporary movement of an employee for more than 30 calendar days from his 
regular position to another position, either in existence or not yet officially 
established, shall be recorded with the Personnel Division as a “detail.” When 
permanent changes occur in the duties of an established position, the position 
description shall be amended or rewritten within 30 calendar days. When a new 
permanent position is created as the result of new programs, realignment of 
existing work, or for any other reason, an appropriate position description shall 
be prepared and forwarded to the Personnel Division within 30 calendar days. 
It is essential that prompt action be taken to eliminate existing misassignments. 
Therefore, Heads of Services and Staff Offices and Regional Commissioners shall 
assure that the duties of their employees are reviewed immediately, and that ac- 
tions are initiated during the next 60 days to correct all misassignments. 

6. Responsibilities of Personnel Division.—Anthority for the classification of 
GSA positions has been delegated to the Director of Personnel in the Central 
Office and to the personnel officer in each regional office. All classification de- 
cisions shall be made by the appropriate personnel division. Such decisions shall 
be final, subject to appeals procedures. The personnel divisions shall review posi- 
tions periodically to assure that they are accurately described and classified in 
accordance with Civil Service Commission standards and related criteria. The 
Personnel Division shall provide full information and guidance to officials and 
employees on all phases of position classification. 
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7. Effective Date——This order is effective immediately. However, a 60-day 
period is provided for the initiation of actions correcting misassignments, as 
required by section 5. 


Roy W. CRAWLEY, 
Director of Administration. 
. naa are. Could you comment on this without going into great 
etail ? 

Mr. Crawtey. Yes, sir. 

This order is in seven parts and the first paragraph is the “Purpose” 
paragraph. 

The second covers the legal requirements and refers to the Classifica- 
tion Act of 1949 which points out that positions must be classified on 
the basis of difficulty, responsibility, and qualification requirements 
of the work performed and that conformance with this law and with 
Civil Service Commission standards is mandatory. 

As you know, Mr. Chairman, the Civil Service Commission in many 
areas has published classification standards which say that, if the 
duties and responsibilities and complexities of a job are such and such, 
the job is worth a grade 12 or 14. 

This is the bible that is followed by GSA and other agencies. 

Page third paragraph concerns the objectives of the Classification 
ct. 

The fourth paragraph points out the responsibilities of GSA officials 
to concur and carry out the objectives of this Classification Act. 

Mr. Davis. Who reviews that and what check do you have to see 
whether or not they really live up to your purpose there / 

Mr. Crawtey. We have classification officials, Mr. Chairman, in 
each of our 10 regional offices, working under a personnel director. 
The personnel director has delegated authority from the Administra- 
tor through the regional commissioner to insure that our —s 
officials and our staff officials comply with the letter and the intent o 
this particular paper. 

Mr. Davis. What supervision do you exercise over here at the top 
management level ? 

Mr. Crawtey. Through this means, Mr. Chairman: Every central 
office position at grade 14 and above and every field position at 14 
and f sees must be submitted to the central office personnel division 
for prior approval before any promotions can be effected. 

Mr. Davis. Who at the central office does this ? 

Mr. Craw ey. The classification officers and the Personnel Director. 
All grade 14’s and above are submitted through the operating chain 
of command to the Deputy Administrator and the Administrator. 
We have a very rigid control. 

I would also like to point out, Mr. Chairman, that we have a very 
effective inspection program of our personnel operations in the re- 
gions. We send inspection teams from the central office out and they 
visit, at least once annually, each of our 10 regional offices, to make 
an audit as to what happens in the grade 15 level and below. 

As you know, the Civil Service Commission also makes annual 
inspections. 

Mr. Davis. That does not amount to much; does it ? 

Mr. Crawtey. Perhaps it is because I used to work there, but I 
think so. I believe it serves an extremely useful purpose. 
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Mr. Jonansen. Does it ever result in any classification downward ? 
Mr. Crawtey. Yes, it does, Mr. Johansen. We find frequently that 
some of our jobs, particularly our stenographic and clerical jobs, 
have to be downgraded. 

On the other hand, we also find on occasion that we have classified 
a particular job too low and, as a result of the civil service inspection 
we are directed to raise the grade of a particular position. It works 
both ways. 

Mr. Davis. Do you have any questions, Mr. Gross? 

Mr. Gross. Mr. Milis, does the GSA have a staff of qualified em- 
ployees to make space surveys? 

Mr. Miris. Mr. Gross, we do have a limited staff now of such em- 
ployees. This is a new and highly specialized field that industry has 
taken a lead in developing, and we have been in the position of learn- 
ing some of the techniques in that complicated area. 

Mr. Gross. You have been in this business of handling Govern- 
ment space a long time, have you not? 

Mr. Mus. Yes, sir. 

Mr. Gross. How many years? 

Mr. Mutts. Ever since GSA was formed. 
Mr. Gross. When was that? 


Mr. Mitts. 1949. 
Mr. JouAnsen. Prior to that it was the Public Buildings Service? 


Mr. Mus. Prior to that it was the Public Buildings Administra- 
tion. 

Mr. Gross. The Public Buildings Administration employees came 
into your organization; did they not ? 

Mr. Mus. That is right, but this is a relatively new technique. 
In other words, it does not siraply mean that you can put X number 
of desks in Y amount of space. It considers the work flow and organ- 
izational relationships between the various offices involved. “For 
instance, an office involving a large staff of clerical help might be able 
to accommodate double the number of people that could be housed for 
some other type of activity. 

Mr. Gross. How did you handle this prior to last year and the 
year before? You had people handling space; did you not? 

Mr. Muius. That is correct. 

Mr. Gross. They have been at it a long time and they should know 
their business. 

Mr. Mitus. As I say, I can only put it on the basis that it is a new 
and developing science or art. Industry has taken the lead and Gov- 
ernment is now catching up. 

Mr. Gross. Let me ask you this question: 

Why did GSA award a contract to the Shaw-Walker Corp. of New 
York to make a space survey and paid them $56,000? 

Mr. Mitts. That is correct. 

Mr. Gross. Why did you do it? 

Mr. Mitxs. We had a split operation. We were operating what 
we call our central office building on 18th and F Streets 

Mr. JoHANSEN. Let me interrupt at this point. This survey related 
to the central office building; is that correct 4 

Mr. Mitts. That is correct. 
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Mr. Davis. You have 44 employees whose positions require knowl- 
edge of space technique; do you not? 

Mr. Mus. Actually, I think it is a lower number than that, Judge 
Davis. 

Mr. Davis. According to the information you furnished us, it is 44. 

I believe they are itemized here by grades and locations. 

Mr. Mixis. Yes. That would be nationwide, and in the central office 
my understanding is that we have five. 

I can only say in answer to your question that this is a new field 
and our effort was to consolidate our operations in one building and 
to open up the space we then occupied in the regional office building 
for use by other Government agencies. We told the Shaw-Walker 
firm that we wanted all GSA personnel in Washington under one 
roof—that we had X number of sardines and we wanted to put them 
all in one can. Shaw-Walker went to work with that thought in 
mind and they had to resort to new techniques of oflice layout to 
develop a plan which would accommodate all of the sardines in the 
one building. When they presented the plan to us, which Mr. Turpin 
has here with him—and you can see what a voluminous job it was— 
the costs and the time invloved to remodel our whole central office 
building were found to be prohibitive. The cost ranged anywhere 
from $3 million to $6 million to gut the inside of this building and 
start from scratch to open up space, take out partitions and so on. 
In addition, it would have taken 2 years of time. We did not feel 
justified, in our effort to get more efficient operations by having the 
whole of GSA under one roof, in spending those sums of money and 
that much time holding up badly needed space in Washington. 

Mr. Gross. You did not get very much out of the Shaw Walker 
contract, did you? 

Mr. Mirus. I would agree with you. 

Mr. Gross. Who was responsible for the Shaw Walker contract ? 

Mr. Mitts. I suppose the top people in GSA. 

Mr. Gross. Would that be the Administrator, or who? 

Mr. Mrixs. Ultimately the Administrator and I are responsible 
for everything that is done inGSA. 

Mr. Gross. It is hard for me to understand why you would go out 
and hire an outside firm, consulting firm in the nature of a consultant 
or a management space firm, to come in and tell you how to do a job 
of this kind when you have people in your own shop who ought to 
know how to handle it. 

Mr. Mitzs. Mr. Turpin, would you explain that ? 

I have indicated that I thought it was a new area that our people 
were not actually prepared and trained to handle. 

Mr. Jonansen. Do you have people now so prepared and so trained 
so that when you have space problems all over the country, are you 
going to contract out the resolution of those problems ? 

Mr. Mitts. No; we think as a result of these half dozen space con- 
tracts we have awarded that we—— 

Mr. Gross. How many ? 

Mr. Mitxs. About a half dozen. 

Mr. Gross. Let us have some information on that. What period of 
time and how much did you spend on them ? 
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Mr. Mitis. We had a space contract in connection with the layout 
of the Securities and Exchange Commission Building involving 
$14,700. 

Mr. Gross. When was that ? 

Mr. Miius. That was in i957. These are all since the middle of the 
year in 1957. 

Another contract concerned the space layout of the Bureau of 
Public Roads, involving a fee of $12,700; another covered the layout 
of the National Science Foundation with a fee of almost $10,000, and 
then there were space contracts awarded by our region 3 covering 
space layouts for the Internal Revenue in Baltimore, involving a fee 
of $19,000, and for the Department of Labor, involving $18,750. 

There was a sixth contract awarded by region 2, a survey of the Civil 
Service Commission layout in New York involving a fee of $1,950. 

Mr. Jonansen. Is there any kind of a stop order now on any further 
contracts of that character 4 

Mr. Mitis. Yes, we have benefited substantially by industry’s ad- 
vanced techniques in this field and we think our personnel are trained 
now to do adequate jobs in most instances. There may be special 
types of circumstances with which we do not feel adequate to cope, 
but by and large, we think that our space people can handle the 
average space layout problem. 

Mr. Davis. When did you establish that policy, Mr. Mills? 

Mr. Mis. It has been in recent months. 

Mr. ‘Curery. The order went out in writing the early part of July. 
However, it has actually been in effect for the last several months. 

Mr. Davis. Your last contract of that nature was October 3 of last 
year ¢ 

Mr. Turrrn. That is correct, sir. In accordance with our policy, 
we are now planning to do it with our own employees. However, it 
will require a few more employees experienced in these techniques than 
we now have on board. 

Mr. Jonansen. Why is that? 

Mr. Turrrn. Well, sir, we just do not have the number of employees 
on board now to handle the space planning, particularly for the new 
buildings on which construction will be completed this year and next 
year. 

Mr. Davis. How many of those buildings are there? 

Mr. Turpin. Approximately 100 currently authorized; most of 
which are now under construction. 

Mr. Davis. Have not architectural plans been drawn for the build- 
ings? 

Mr. Turrrn. Yes, sir. Architectural plans have been made for the 
buildings but in all instances detailed partition layouts have not been 
completed. That is done as the construction progresses. 

Mr. Gross. Do you have anything to do with the new State Depart- 
ment building ? 

Mr. Turpin. Yes, sir. GSA is constructing that with funds that 
were appropriated to, and transferred to us from, the State Depart- 
ment. 

Mr. Gross. Do you have anything to do with the $263,000 dining 
room? Is that one of your enterprises? Do you go along with that 
sort of thing in General Services ? 
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Mr. Turret. As I said, sir, the plans for that, and the estimates, 
were submitted by the State Department to Congress. Funds were 
appropriated to the State Department and the funds then transferred 
to GSA to carry out the construction and the architect’s work on that 
building. 

The architects have worked with the State Department officials in 
connection with those detailed plans. 

Mr. Gross. You have some pretty good people there if you can 
satisfy the State Department with all of the plush stuff that the striped 
pants crowd want. You have some pretty good people over there and 
I do not understand why you had to go out and hire Shaw Walker 
to do a job for you if you have people that can satisfy the State 
Department. 

Mr. Jowansen. May I ask, Mr. Chairman, whether there are any 
contracts similar to those you have listed prior to the first one listed 
here, the August 1957 one? 

Mr. Turpin. Mr. Johansen, there were no contracts prior to that time 
to my knowledge. However, to reiterate what Mr. Mills said, the 
application of space layout planning to office-type space is a new idea. 
It has been applied in industry to factory-type operations for 20 or 
30 years but the application of those concepts to oflice-type space for 
all practical purposes has all developed since World War IT. 

Mr. Jowansen. World War II ended in 1945 and that is 12 years 
ago. Between 1945 and the first awarding of these contracts, during 
that period, was there any Federal building going on to which this sort 
of thing might be applied ? 

Mr. Crawiey. Mr. Johansen, let me try to answer that by giving 
you a summary of what happened during that period. 

Insofar as the GSA construction program for the Federal Govern- 
ment was concerned, starting with fiscal year 1950, construction awards 
for new buildings in fiscal year 1950 numbered three. Construction 
awards for fiscal year 1951 were 7; in 1952, there were 8; in 1953, there 
were 7; in 1954, there were 2; in 1955, there were 5; in 1956, there 
were 3; in 1957, there were 9; and in 1958, there were 39. 

I do not have the figures for fiscal year 1959 yet. 

This shows a considerable increase in new building construction 
since fiscal year 1950. 

Mr. JoHansen. That is granted. However, if not in the area of 
new construction, certainly in the area of rearranging office layouts 
and so on, that sort of activity is one that was going on since World 
War IT, was it not ? 

What I am at a loss to understand is the apparent inability—perhaps 
valid, but I am not convinced yet—the apparent inability of people 
in your organization devoted to space problems, to keep abreast 
of developments in their specialty without going into this kind of a 
procedure. 

Mr. Tourer. Mr. Johansen, as I said, the application of this con- 
cept to space planning in office areas has developed only since World 
War IT, in the past 10 or 12 years. Most of the activity has actually 
been in the last 3 or 4 years and there have been a number of publica- 
tions and technical-type releases on this. The earliest one I have here 
was in 1954. The others are in 1957, 1958, and the last one in 1959. 

Mr. Davis. Did you use the other plans that were furnished to you 
in these other contracting instances? The six of them ? 
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Mr. Turpin. Yes, sir. The end results of the work done in those 
other six cases turned out very satisfactorily. 

Mr. Davis. You followed the plans? 

Mr. Turrtn. Yes, sir; with modifications in some instances. 

Mr. Davis. Behind these new buildings do you not think that it is 
the architect’s job to do the space planning ? 

Mr. Turrrn. As a rule the architect actually looks to the agency, 
GSA, to give him the detailed requirements of the agencies to be 
housed in the building for which they would be drawing plans and 
specifications. 

Mr. Gross. Mr. Chairman, at this point I would like the record 
to show that Shaw-Walker on this contract of last year quoted a 
rate of $150 per day, or at an annual rate of $39,000 a year, for plans 
that were eventually thrown out of the window. I just do not under- 
stand that. 

Mr. Turrrn. Mr. Gross, we did get considerable value out of most 
of the contracts we had. That one did not turn out the way we had 
hoped it would and we would have to admit that we did not get the 
value for the dollars that this particular contract cost us. 

Mr. JonaAnsEN. Is the upshot going to be a new building for GSA ? 

Mr. Turpin. No, sir. We have gone ahead with moving the em- 
ployees into the space that was vacated when Public Roads moved 
out. We were not able to move all of the employees in there that was 
our objective when we had Shaw Walker working on it, but we did 
move in about 60 percent of the employees we had originally planned 
to, or had originally hoped to move. 

Mr. Davis. If the gentleman will yield, before we adjourn I want 
to ask one other question. 

What success has General Services had in implementing the Presi- 
dent’s request for a 2 percent reduction in employment during fiscal 
year 1959? 

Mr. Mutts. In that regard, Mr. Chairman, I would like to quote 
from a letter addressed to us by the Bureau of the Budget: 

* * * The goal which the President desires to achieve will require that em- 
ployment levels for 1959 be at least 2 percent below those that can reasonably be 
financed from appropriations for the current year. * * * 

In our reply to the Bureau of the Budget the figure of 29,095 per- 
sons was established as the June 30, 1959, employment level, which 
could be reasonably financed. That figure was approved by the Bureau 
of the Budget, and as of June 30, 1959, GSA’s actual employment was 
27,936 persons, which is 3.98 percent below the level that could have 
been financed. 

Mr. Jowansen. How much of that reduction in personnel is at- 
tributable to contracted work ? 

Mr. Turpin. From the cleaning contracts we entered into in 1958, 
it would have taken the equivalent of 556 Government employees to 
do the work. 

Mr. Jounsen. What would the percentage of reduction then be if 
you allowed for, or discounted, that number as against the 3 percent ? 

Mr. Davis. You also contracted out—excuse me for this interrup- 
tion—did you not in some instances, such things as automobile re- 

0 typewriter repairing, furniture repairing, and things of that 

ind? 
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Mr. Mus. Historically, we have always contracted out that type 
of activity. It is true that we now perform that type of activity by 
contract alone for automobile and furniture repairing whereas for- 
merly we did it both ways. We have small typewriter repair shops 
in Washington and Denver. 

Mr. Davis. You never do any of it with Federal employees ? 

Mr. Mixrs. Not any longer in connection with the automobile re- 
pair contracts and the furniture reconditioning and refinishing con- 
tracts. Those two are done exclusively under commercial contract 
now. 

Mr. Davis. Have they always been ? 

Mr. Mus. No,sir. They have been done both ways historically. 

Mr. JoHANSEN. I wondered if you could give an answer as to the 
effect of this contracting out in reducing the 3 percent cut? 

Mr. Mitts. Just a rough calculation, Mr. Johansen. 

We would still be over the 2 percent figure. The figure that could 
be reasonably financed was 29,095 persons and the actual employ- 
ment figure was 27,936 persons. Roughly, therefore, we were some 
1,100 persons below the employment level that could have been reason- 
ably financed, which would have been about 4 percent and allowing for 
the 500 persons Mr. Turpin referred to it would still bring the figure 
out slightly above 2 percent. 

Mr. Crawtry. I did a quick computation, Mr. Chairman. It is 2.2 
percent. 

Mr. JonHansEen. Do you think there is ever going to be any possibility 
of achieving by these same methods the goal which this committee has 
set of a 10 percent reduction ? 

Mr. Mitis. That was the purpose of the examples we were consider- 
ing in my opening statement. Our employment is, in large part, 
beyond our control in GSA and by the very nature of our mission, we 
have little control over our own employment destiny. We gave those 
11 examples to show across the board what happens to us, employ- 
mentwise. 

Mr. JoHanseN. This is not in dispute of that statement, but I am be- 

inning to despair of ever having any control of employment in any 
annie of the Government. This is not directed to GSA. I recog- 
nize the problem. 

Mr. Davis. The gentleman does not mean by that to say we are 
going to quit trying? 

Mr. JoHAnsEN. I certainly do not. I confess to a certain element 
of frustration from time to time though. 

Mr. Gross. Will the gentleman yield ? 

Mr. JoHANSEN. Yes. 

Mr. Gross. You are presently liquidating the RFC, is that correct ? 

Mr. Mitzs. What is left of it. 

Mr. Gross. You are liquidating what is left of the RFC ? 

Mr. Miuts. Yes. 

Mr. Gross. Are those employees charged to General Services ? 

Mr. Yes; they are 

Mr. Gross. How many other agencies of a similar nature are you 
liquidating ? 

Mr. Mitts. Well, the Federal Facilities Corporation. However, the 
RFC and the Federal Facilities Corporation involve a very small 
number of people, I am glad to say, only half a dozen. 
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Mr. Gross. Are you not in the process of liquidating or disposing of 
40 agencies or properties of one kind or another? 

Mr. Mitus. Not agencies. We are disposing continually of all kinds 
of real properties, industrial and otherwise. 

Mr. Gross. Are not the employees handling or managing those 
properties charged to the General Services Administration, and as 
you liquidate agencies and dispose of properties should there not be 
some reduction of personnel 4 

Mr. Turrrn. In most instances where real property is declared to 
GSA for disposal purposes, the agency declaring it is required to 
maintain and protect it to the extent necessary for 12 months after 
it is declared. In most instances we are able to dispose of it before 
that period. So that means any employees that are released would 
be released by the agency declaring the property to us. 

Mr. Davis. Do you have a question, Dr. Alford? 

Mr. Aurorp. Yes. 

Does this figure of $55,796, the Shaw-Walker contract, come out of 
your budget ? 

" Mr. Crawtey. Yes. That came out of our budget for that fiscal 
year, 

Mr. Axrorp. And the other six instances also came out of your 
budget 

Mr. Crawtry. GSA’s budget, yes. 

Mr. Atrorp. You operate on quite a flexible budget if you are able 
to award such contracts. 

Mr. Crawiey. Mr. Turpin, do you want to talk to that point? 

Mr. Turrrn. Well, in these instances, Mr. Alford, we do have 
items in our budget for this type of work to be accomplished by 
either force account, GSA employees, or by contract. To that extent 
it would be flexible. 

Mr. Davis. We will have to adjourn. Did you have something else 
to say, Mr. Mills? 

Mr. Mitts. I only wanted to add one thing. Mr. Johansen ex- 
pressed the discouraging view that we would never be able to achieve 
any reduction in force. I agree that it is a most disturbing problem 
by reason of the circumstances under which we operate. However, 
I do want to say that we are constantly doing what Mr. Floete 
calls “squeezing out the fat.” In our Defense Materials Service, for 
instance, we have a good example of the fact that when a program is 
reduced we can reduce people. There has been a steady decline in 
DMS from 918 employees 2 years ago to 757 now. Percentagewise 
that is a substantial decrease. In other areas we have been able to 
effect similar reductions in force. 

On the other hand, in a service such as Federal Supply, where we 
have no control over the amount of business that comes our way, 
we find that we are growing. 

Mr, JoHANSEN. I want to say, in reference to the gentleman’s state- 
ment, that I commend you on the accomplishments you have made. 
I do not want to minimize those. I want to be completely fair and 
I recognize some of the problems you have had. But the comment 
that seemed to reflect discouragement was with respect to the overall 
picture, and I am frank to say the Congress itself cannot escape all 
responsibility for some of this upward trend. If some of our col- 
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leagues had voted against some of these new ventures in Government 
you would not have as much of a problem. So we commend you on 
your accomplishments and we are simply trying to be vigilant with 
you to the end your accomplishments will continue. 

Mr. Mitts. t think I can say that we completely favor the objec- 
tive of this committee. 

Mr. Davis. We appreciate that, Mr. Mills, and urge you to do the 
very best you can. We intend to continue working on these objectives 
and appreciate your cooperation. 

Mr. Mitts. Thank you. 

Mr. Davis. We will adjourn until next Wednesday, July 22, at 
which time officials of the International Cooperation Administration 
will testify. 

(Thereupon, at 12:10 p.m. on Wednesday, July 15, 1959, the com- 
mittee adjourned until 10 a.m., Wednesday, July 22, 1959.) 
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WEDNESDAY, JULY 22, 1959 


or REPRESENTATIVES, 
SUBCOMMITTEE ON MANpowerR UTILIZATION 
oF THE Commirrer ON Orrice AND Civit SERVICE, 
Washington, D.C. 

The committee met at 10:05 a.m., in room 215, House Office Building, 
Hon. James C. Davis (chairman of the subcommittee) presiding. 

Mr. Davis. The committee will come to order, please. 

Today we are continuing a series of public hearings, which began on 
July 15, relating to manpower utilization problems in several inde- 
pendent Government agencies. 

At our last hearing we discussed with the General Services Admin- 
istration such manpower problems as the changing grade structure, 
programs to control employment, and the contracting out of work 
historically performed in GSA, as for example, custodial services. 

Today, we have the pleasure of having officials of ICA with us and 
we expect to discuss with them such items as the following: the con- 
tinued upward trend in that agency’s employment, the use of consult- 
ants, the ICA training program and the degree in which this work has 
been contracted out. Our subcommittee will also be interested in 
determining the level of services that this agency is now providing for 
U.S. citizens stationed overseas. 

We are happy to have with us today as the principal witness, Mr. 
William H. G. FitzGerald, Deputy Director for Management of ICA. 

Will you have a seat, Mr. FitzGerald and give us your statement. 


STATEMENTS OF WILLIAM H. G. FitzGERALD, DEPUTY DIRECTOR 
FOR MANAGEMENT, ICA; ACCOMPANIED BY H. H. HINDERER, 
DIRECTOR OF PERSONNEL; ROBERT BIREN, DIRECTOR OF MAN- 
AGEMENT PLANNING; SAM WALKER, OFFICE 0F MANAGEMENT 
PLANNING; IRVING ROSENTHAL, OFFICE OF MANAGEMENT 
PLANNING, ICA; AND DR. WILLIAM PHILLIPS, DIRECTOR OF ICA 
PROGRAMING INSTITUTE, SCHOOL OF ADVANCED INTERNA- 
TIONAL STUDIES, JOHNS HOPKINS UNIVERSITY 


Mr. FrrzGrratp. Mr. Chairman and members of the distinguished 
committee, I am very happy to have the opportunity to appear. This 
is my first opportunity as a Government official to appear before your 
committee. I must say that I have just recently celebrated my first 
anniversary in the Government, as of July 14, when I was sworn in. 
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I would like to read a statement, more or less in response to your 
letter, addressed to us, Mr. Chairman, if I may proceed? 

Mr. Davis. Very well, Mr. FitzGerald, we would be glad to have 
you do that. 

Mr. FrrzGrravtp. Thank you, sir. 

Chairman Davis and members of the Subcommittee on Manpower 
Utilization of the Committee on Post Office and Civil Service, I am 
happy to have this first opportunity to appear to discuss with you the 
progress ICA is making in obtaining better manpower utilization in its 
programs of technical and economic assistance to friendly nations 
throughout the world. 

Our basic manpower policy may be stated as follows: To maintain 
employment levels at the minimum practicable necessary to carry 
out U.S. foreign policy under congressionally approved programs. 
I believe our practices under this policy have in fact resulted both 
in improving utilization and keeping manpower levels at the lowest 
point consistent with the requirements of the ICA program. 

I should like to outline for the subcommittee the major factors 
which affect the employment levels of ICA. In so doing, I will 
respond generally to the first topic mentioned in Chairman Davis’ 
letter of June 29, setting up this hearing. 

ICA, as you know, is charged with administration of the technical 
cooperation, defense support and special assistance activities of the 
economic portion of the mutual security program. Generally speak- 
ing, these programs, for which a total of $1.4 billon for some 67 
countries has been requested for fiscal year 1960, are carried out in 
the form either of specific projects or as commodity aid programs. 
ICA programs for technical cooperation and other economic assist- 
ance are presented to Congress on a country-by-country basis each 
year, showing the types of proposed programs and projects to be 
undertaken, together with estimates of the numbers and types of 
personnel—administrative and program, direct hire and contract 
hire—— 

Mr. Davis. Mr. FitzGerald, would you give us some information 
as to the distinction between a program and a project? I think I 
understand what it is, but we would just like to have a little detail. 

Mr. FirrzGeraup. Yes, sir. Let’s take, for example, an agricultural 
proeram for a country. This would consist of broad assistance in the 
field of agriculture, and may consist of a number of technical coovera- 
tion »rojects. It mov consist of nonproiect or “commodity id,” such 
as shipments of fertilizer to assist in production of crops. The project 
is a part of the program. 

Mr. Davis. The program could consist of any number of projects? 

Mr. FrrzGrraup. That is correct, sir (continuing) judged neces- 
sary to carry out the program in each country and to maintain ade- 
quate field support services, as well as executive direction, support 
and control at headquarters. 

The technical cooperation program seeks by demonstration and 
training to transfer our technical skills and knowledge to the citizens 
of newly developing countries. But technical skills and knowledge 
come packaged in people—and teaching requires teachers. In the 
technical cooperation program, the teachers are technicians—U.S. 
employees on the rolls of ICA hired directly by ICA or from other 


) 
t 
ts 


MANPOWER UTILIZATION IN THE FEDERAL GOVERNMENT 45 


participating U.S. agencies such as the Public . ulth Service, the 
Bureau of Public Roads, or the Department of Agriculture. All 
project activities of ICA, and particularly technical cooperation proj- 
ects, require the stationing of U.S. nationals abroad both as tech- 
nicians to work on projects and as support personnel. These tech- 
nicians serve abroad at the request of the cooperating countries con- 
cerned; and these countries makes significant contributions in funds, 
personnel, and other resources to the technical cooperation programs. 
The significant manpower implication, therefore, of such project aid 
is that technical cooperation activities utilize about 85 percent of 
ICA technical employees serving abroad. 

And it is to be noted that the demand for U.S. technicians in the 
technical cooperation program has been slowly but steadily increasing 
as greater emphasis is placed upon this type of assistance and as the 
program is expanded to the newly developing countries where the 
need for technical help is most acute. The growing need for more 
ICA employees in technical cooperation programs abroad is demon- 
strated by the increase in appropriations for these programs and 
their extension to new countries. 

In concrete terms, the newly developing countries do not have 
enough economists, engineers, public health experts, agriculturists, 
or educators to plan, supervise, and carry out projects in those fields 
of activity where development is most needed, Such scarcities of pro- 
fessional and technical experts make necessary relatively larger num- 
bers of ICA staff as technicians. Moreover, in many of these coun- 
tries it is impracticable to rely on the cooperating country for support 
activities such as property protection or motor-poo] operations, nor 
can such essential services be obtained locally by contract. In short, 
it simply requires more staff to carry on ICA activities in countries 
which are just beginning their development programs than it would 
in countries with a long history and demonstrated competence in eco- 
nomic development. 

Mr. Gross. Mr. Chairman, may I interrupt. 

Mr. Davis. Mr. Gross. 

Mr. Gross. Mr. FitzGerald, I would like to ask you this question. 
What was your background, briefly, before you came with Govern- 
ment? Did you say you had been with Government for a year ? 

Mr. FrrzGeravp. Yes, sir. 

Mr. Gross. What was your background before you came to 
Government ? 

Mr. FrrzGeraup. My education or my industrial and_ business 
background ? 

Mr. Gross. Either or both, very briefly. 

Mr. FrrzGrratp. Well, I graduated from the Naval Academy, 
served some time in the Navy, then did graduate work at Harvard Law 
School, went into industry. I was in industry up until the war, came 
back into the service during the war. I came out after the war and 
went back into industry. I have a small engineering company. I am 
a director of several small companies manufacturing electronics and 
that sort of thing. 

Mr. Gross. You have been in Government a year ? 

Mr. FirzGrravp. Yes, sir. 
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Mr. Gross. No previous experience in Government prior to that 
time 

Mr. FrrzGrravp. That is correct. 

Mr. Gross. Other than military ? 

Mr. FrrzGeravp. That is right, and then I served several years 
back, Mr. Gross, as a public member on an incentive and selection 
board in the State Department on foreign service personnel. 

Mr. Corserr. This is a matter of no importance, but I was just 
noticing a news story and the Deputy Director is D. A. FitzGerald, 
who has been with this program since the Marshal plan started. 
Now, you are not D. A. FitzGerald? 

Mr. FrrzGrrarp. No, sir. There is a Deputy Director for Opera- 
tions, D. A. FitzGerald, and I’m Deputy Director for Management. 
He has the operations side of the business and I have fiscal manage- 
ment and the organization people, ete. 

Mr. Gross. Now, Mr. FitzGerald, the question I wanted to ask is: 
The people who supply property protection and motor pool operations, 
are they technicians in the strict sense of the word ? 

Your statement says— 

Moreover, in many of these countries it is impracticable to rely on the coop- 
erating country for support activities such as property protection or motor pool 
operations— 

you are speaking of the need for more technicians. Are these people 
technicians ? 

Mr. FrrzGrratp. No, sir. These are administrative support people. 

Mr. Gross. Well, I just wondered why you relate this to the staff 
or need for increased staff of technicians? 

Mr. FrrzGeravtp. That word “Moreover,” sir, is the important word 
there— 

Moreover, in many of these countries it is impracticable to rely on the coop- 
erating country for support activities such as * * *— 

these are exceptions, sir. We are talking about technicians and then 
we say, “Moreover * * *” 

Mr. Gross. I wondered if you considered those people to be tech- 
nicians ? 

Mr. FrrzGeratp. No, sir. 

Mr. Davis. Are you employing American people or natives to do 
this work over there? 

I am referring now to such things as property protection 
and motor pool operations and the items you have mentioned in 
that part of your statement. Do you hire Americans for that, or local 
people ? 

Mr. FrirzGrratp. We attempt to train as many local people as we 
can for these kind of services. 

Mr. Davis. What problems have you come in contact with that you 
couldn’t rely on the operating countries for these support activities? 

Mr. FrrzGrravp. Well, we can name a few. First, Paraguay, Cam- 
bodia, Laos, originally in Korea—those are just indications. 

Mr. Davis. What is the reason why you cannot rely on those coun- 
tries for these services? Is it just a low level of intelligence or what? 

Mr. FrrzGrraxp. Let’s take the motor pool operation and the main- 
tenance of automotive equipment. These people have never had an 
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automobile, perhaps never saw one, and nobody was ever trained in 
automotive operation or maintenance repair. 

Mr. Davis. What are you doing with those automobiles—carrying 
the technicians and people who are in charge of these programs to 
and from the scene of work, and so forth. Is that why you need 
motor pools? 

Mr. FrrzGreratp. “To and from the scene”—I am not quite clear 
what you mean? 

Mr. Davis. What do you need a motor pool for ? 

Mr. FrrzGeratp. A motor pool, sir, is the transportation which is 
needed to take care of technicians who go out into the field, admin- 
istrative people who have to carry out their tasks, and for general 
transportation purposes within the mission. 

Mr. Davis. All right. 

Mr. Dutsxr. Mr. Chairman, could I ask a question ? 

Mr. Davis. Yes. 

Mr. Dutskt. In regard to your statement, Mr. FitzGerald, you 
have some reference that you need more technicians. Isn’t it true 
that in Government service, as soon as you have one person appointed, 
shall we say, to a project, in order that he become important, he 
must have people working for him, so they expand this project. Do 
you have many of those? You start a project and it looks very tiny 
at the time; but when the man takes over, naturally, he is not going 
to supervise two or three men; he expands this project. Does that 
happen in your case here? 

Mr. FrrzGrravp. Well, Mr. Dulski, we carefully review projects 
and we have put in, in recent years, the last 2 years, improved tools of 
personnel management for control of personnel. They have to jus- 
tify the job. First, we have to look at the project: What is the scope 
of the work in the project? What are the manpower resources which 
are necessary to handle the project effectively ? 

Mr. Dutsx1. Those are laid out ahead of time before the project 
goes in? 

Mr. FrrzGeraup. Yes, sir, and if a leader of a project, a project 
engineer or supervisor comes in and wants more people, I can assure 
you he has to have some very good substantive reasons for additional 
people. 

May I continue, Mr. Chairman ? 

Mr. Davis. Yes, proceed. 

Mr. FrrzGeraxp. In short, it simply requires more staff to carry on 
ICA activities in countries which are just beginning their develop- 
ment programs than it would in countries with a long history and 
demonstrated competence in economic development. 

Mr. Davis. Mr. FitzGerald, how long has this program been in 
operation ? 

Mr. FirzGeratp. The ICA program in what country, sir? 

Mr. Davis. All of them. I want to get on the record some infor- 
mation about how many of them come in the category of countries 
with a long history of demonstrated competence and how many of 
them are just beginning their development programs ? 

Mr. FrrzGeravp. As you remember, Mr, Chairman, we went with 
the Marshall plan into Europe in 1948 and 1949 and started at 
that time. We had a very different problem then than we have today. 
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We were attempting to resuscitate a highly developed and sophis- 
ticated industrial system in Europe where there were the skills, there 
was fiscal management, and the organization within the particular 
countries to handle their rehabilitation. 

Mr. Davis. Well, they said, too, that it would require 2 or 3 years 
to restore their productive capacity and get them back up into normal 
operating capacity and then we could quit. I believe that was the 
story at that time, wasn’t it ? 

Mr. FitzGrraib. That was in Europe; yes, sir. 

Mr. Davis. Europe was the only area contemplated in the Marshall 
plan, wasn’t it ? 

Mr. FirzGerap. Yes, sir. 

Mr. Davis. Then they brought production up considerably above 
prewar levels in these European countries and the program began to 
spread out. Is that correct ? 

Mr. FirzGrravtp. Then we cut off aid to Europe. We cut off aid 
about 1953. 

Mr. Davis. Well, there hasn’t been a year since the Marshall plan 
started that we haven’t been engaged in some phase of this foreign 
aid program, has there ? 

Mr. FrrzGeratp. That is correct, sir. We have placed emphasis 
in other parts of the world, in the underdeveloped areas of the world. 

Mr. Davis. Well, that is what I am getting at now. We finished 
up with Europe, got them on their feet and exceeding their prewar 
production, and spread out to other parts of the world. Is that 
correct 4 

Mr. FrrzGrraipv. Well, we had a history, sir, in Latin America 
through the Institute of Inter-American Affairs, the ITAA Organi- 
zation, which was started during the war and which had a longer 
history of technical assistance. 

Mr. Davis. That was being carried out at the same time ? 

Mr. FirzGeravp. That was being carried out at the same time. As 
a matter of fact, it preceded the Marshall plan, being a World War II 
program. 

Mr. Davis. How much were we spending on that program ? 

Mr. FirzGerap. Very little, sir. 

Mr. Davis. Could you give us an estimate ? 

Mr. FrrzGeratp. Over what period of time? 

Mr. Davis. At the time the Marshall plan was going on? 

Mr. FirzGeracp. Total amount of money—this is only a guess—— 

Mr. Davis. That is all I want. 

Mr. FirzGeratp. May $15 million, $15 million to $20 million for 
all of Latin America. 

(Exact contributions are as follows: Fiscal year 1948, $7.4 million; 
fiscal year 1949, $4 million; fiscal year 1950, $4.6 million; and fiscal 
year 1951, $5.7 million.) 

Mr. Davis. Was any other section of the world included in that 
program at that time? 

Mr. FirzGerap. No, sir. 

Mr. Jonansen. Mr. Chairman, I am sorry for being late. I am 
gravitating between two committees that are trying to maintain 
quorums. Mr. FitzGerald, in your statement on page 3—I am very 
much interested in understanding your statement because of the 
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obvious manpower implications—I think you have just completed this 
paragraph. 
Mr. FrrzGeratp. I completed the first paragraph on page 3, sir. 
Mr. JOHANSEN. You say, 


Moreover, in many of the countries— 


and you are referring to newly developed countries which you are 
working in— 

it is impracticable to rely on the cooperating country for support activities 
such as property protection or motor pool operations, nor can such essential 
services be obtained locally by contract. 

Now, I can understand a shortage of economists and engineers and 
public health experts and so on, but am I to understand from this 
statement that in the matter, for example, of simple elemental prop- 
erty protection, the policing of property, that you cannot enlist per- 
sonnel from the country in “which you are operating ? 

Mr. FirzGrraip. Not the supervisory people, sir. We had to go 
into these countries with a complete package. When we brought our 
people in, there wasn’t adequate housing or adequate facilities such 
as offices, "for doing our business, and when we brought supervisors 
in for property protection, we had to then train dependable locals to 
carry on the rest of the work, just as we did with the motor pool 
operation. 

As I explained to Chairman Davis, we went into some countries 
where we were attempting to operate motor pools for transportation 
requirements for our program where people would have to run all 
over a country with or without roads, with jeeps. 

Mr. Jonansen. I construed this statement : 

Moreover, in many of these countries it is impracticable to rely on the cooper- 
ating country for support activities such as property protection * * * 
to be describing a continuing condition. Does that mean that we are 
helping a country—how do y a cooperating country 
when they cannot cooperate to the meta of providing protection for 
property which is brought over there by the United States for their 
benefit ? 

Mr. FrrzGrrarp. Well, Mr. Johansen, we are training people all 
of the time. We are building up a well-trained group of local na- 
tionals to perform these services. We must have supervisors gener- 
ally, but when we talk about supervisory personnel, as the time goes 
on from year to year, the percentage of supervisory personnel ‘will 
decrease and we will have more reliable people who are indoctrinated 
and who are instructed. 

Mr. JoHaNnsEeN. Of course, this statement does not mention super- 
visory people. It says, 

* * * support activities such as property protection * * *. 

Now, I am just trying to get the record straight, whether this means 
you have to do your own polici ing in this thing and if you are talking 
about supervisory personnel, whether it is on a temporary basis and 
whether you are shifting the responsibility to local personnel? The 
statement, as it stands, seems to indicate that you just can’t rely on 
the cooperating country for such activities as property protection ? 

Mr. FrrzGrravp. In some countries, Mr. Johansen, we have had 
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to face petty thievery and we have had to have our own protection 
people to begin with. 

Mr. JouanseNn. Are they gradually replaced and then do the people 
that they are replacing get sent home / 

Mr. FirzGeraip. The supervisory people that we brought in, first, 
for property protection and for motor pool supervision or operation, 
those people, as I have mentioned, have training programs going on 
for local nationals and we hope that in the near future we will not 
have to worry about these two elements because there will be trained 
people. 

(ICA statement follows :) 


SupsEcT: CLARIFICATION OF ICA PoLIcIES ON USE OF LOCAL PERSONNEL AND 
RESOURCES 


A general statement of ICA policies on use of local personnel and re- 
sources is to be found in ICA Manual Order 333.5 which states, in part: 

“Effort will be made to have the cooperating country finance the employ- 
ment of necessary locals for program fund operations from its own resources 
or counterpart funds whenever possible. For administrative operations * * * 
direct employment of local personnel in the missions will be held to the minimum 
practicable level consistent with adequate performance of mission responsi- 
bilities. Wherever possible, service type operations will be carried out by 
contracting rather than by direct employment of local personnel.” 

In carrying out these policies, primary responsibility is assigned to the 
mission executive officer who reviews and approves the establishment of each 
local position in the mission to determine (a) the need for the position; (b) 
that it is not feasible for the cooperating country to finance the position 
from its own resources or counterpart funds; and (c) that it is not feasible 
to carry out service type activities (e.g. motor maintenance) through a con- 
tract with a local group or company. In addition, the ICA Washington re- 
gional executive officer periodically reviews the size and composition of each 
mission’s local staffing and determines that to the maximum extent feasible, 
personnel are financed by the cooperating country. This is done both by 
analysis of mission reports and in the course of Visits to the field. 

The specific situation in each country is taken into account in determining 
whether contracting administrative support of the program is possible, whether 
locals can be employed for particular activities, or whether U.S. personnel 
must work with, train, and supervise the local employee. In a country such 
as Afghanistan, for example, where the automobile is a recent innovation 
and where there is almost a complete absence of necessary skills in the local 
economy, ICA has had to employ two U.S. nationals who are specialists in 
auto maintenance. Their continuous presence is necessary in order to train 
and direct the efforts of local personnel. It is hoped that as local employees 
acquire the essential skills, U.S. staff performing this function can be phased 
out. 

Dislocation of personnel and resources from war or other causes also make 
it necessary, initially, to have a larger staff of U.S. personnel. In Vietnam 
and Korea the lack of adequate facilities has been such that the U.S. Govern- 
ment had to provide these itself. In Vietnam, ICA still maintains 199 housing 
units and, due to substandard public utilities and services, also has to continual- 
ly maintain a staff of U.S. personnel to keep these units in reasonably good re- 
pair. By contrast, it has been possible in Korea for U.S. personnel providing 
housing and mess services for the American staff to be reduced. When U.S. eco- 
nomic assistance was provided to Korea after the war, facilities and logistic sup- 
port were inadequate and dependents could not be sent to the post. Until the 
completion of dependent housing facilities specifically authorized by the Congress, 
ICA provided U.S. personnel to both operate a number of hotels and dining halls 
and to train local personnel. Now, the establishment of adequate housing facili- 
ties has reduced the need for hotel operations, and the availability of trained 
local personnel has eliminated the need for much of the U.S. support personnel. 
More than a dozen U.S. positions were abolished as a result of these improved 
conditions. 
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In countries where the economy is able to provide the necessary facilities 
to support U.S. technicians at the post, the bilateral agreements with the 
cooperating countries usually specify the amount and nature of the cooperat- 
ing country’s contribution. In most of the Latin American countries, the co- 
operating country provides services in kind, in addition to monetary support. 
In the operation of a typical service to a joint ICA-cooperating country organiza- 
tion for financing and carrying out projects, the cooperating country, in addition 
to cash contributions, which are almost always larger than the U.S. contribution, 
also provides office space, clerical personnel, office supplies, and, in some cases 
transportation. 

As a reservoir of skills is built up in cooperating countries and as business- 
men are found who are reliable and responsible, the mission is able to withdraw 
from close supervisory work. An example of reduction in local staff is 
USOM/Pakistan. In February, 1958, the local staff in Pakistan numbered 1,057. 
This has been reduced 50 percent to a total of 543 as of June 30, 1959. Approxi- 
mately 180 positions were eliminated through better organizational and procedur- 
al practices. This was made possible both by improved management and through 
the utilization of better quality local personnel developed through our own train- 
ing programs. More than 320 positions were eliminated by arranging contracts 
for the services. While contracting in Pakistan offers little in savings of direct 
cost, indirect savings are substantial in terms of administrative overhead (em- 
ployment, training, transportation, supervising, records, payrolls, etc.) Pakistan 
also is an example of a country where ICA has been able to have the cooper- 
ating country government finance a large part of local support activities. Of 
543 local employees in USOM/Pakistan at June 30, 490 were paid from a 
local currency trust fund supplies as part of Pakistan’s contribution toward local 
expenses. 

In summary, ICA makes a consistent effort to use local resources to provide 
local services. In some cases, employment of local personnel is essential be- 
cause U.S. personnel are not available. In other cases, the use of local support 
Staffs are necessary to allow the U.S. technicians to do their work effectively. 
In the more advanced countries a large percentage of the clerical, technical and 
professional staff, except in positions requiring access to classified material, are 
local personnel. In other countries the technical and professional local staff 
may be as small as 15 percent of the total. In attempting to keep local staffs 
at the level consistent with efficient operations ICA/W has made repeated efforts 
to get the overseas missions to get greater host government contributions or to 
contract for services necessary. 


CLARIFICATION OF TERM “ADMINISTRATIVE SUPPORT” 


It should be noted that “administrative support” does not necessarily imply 
activities financed from ICA’s administrative expenses (sec. 411(b) of MS Act) 
appropriation. A more descriptive term used internally by ICA, is “program 
support.” The essential concept here is support. If local expenditures, either 
for employees or facilities are needed to support or service directly the activities 
of U.S. program technicians, such expenses are charged to program funds. If 
local staff are engaged in supporting U.S. administrative personnel, the ad- 
ministrative allotment is charged. In overall support activities, which pertain 
to the entire mission, the costs are prorated on the basis of the current ratio of 
onboard U.S. employees charged to program and those charged to administra- 
tive funds. A quarterly review of this ratio is made by the mission executive 
officer to insure its accuracy. 

The word “administrative” support has been used in these hearings only to 
differentiate support activities from the substantive element of the aid program 
and does not mean that only administrative funds are involved. 


Mr. Gross. Will you yield? 

Mr. Jonansen. If this gentleman can help, I will be glad to yield. 

Mr. Gross. Name a country where you have withdrawn some per- 
sonnel ? 

Mr. FrrzGrrarp. In the underdeveloped areas of the world? 

Mr. Gross. You name the country, underdeveloped or developed ? 

Mr. FrrzGrravp. I think we have made the greatest progress in 
some of our large programs such as Korea where we—— 
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Mr. Gross. Of course, Korea is quite a different thing. The United 
States has a lot of troops in Korea. We have none in Laos or Cam- 
bodia, Vietnam. I imagine that the American troops give you pro- 
tection for property over there, don’t they ¢ 

Mr. FirzGrrap. No, not our economic property, sir. The U.S. 
troops are not protecting the economic program property. 

Mr. Gross. They may not be assigned, but they are there. 

Mr. FirzGrrarp. No, sir, they are not assigned to us. We have our 
own supervisors for property protection. We have our own local 
watchmen. 

Mr. Gross. How many such personnel have you withdrawn from 
Korea? Is your personnel decreasing or increasing in Korea since 
you have used that as an example? 

Mr. FrrzGrravp. We can give you the exact figures. 

Mr. Biren. The number of administrative personnel in Korea is 
decreasing, The program remains large because the United States is 
underwriting a good share of the Korean economy, but for the kind 
of people we are talking about here, there are about a dozen fewer 
now than there were a few years ago. 

Mr. Gross. Twelve fewer than a few years ago providing the serv- 
ices Mr. FitzGerald mentioned in the statement which the gentleman 
from Michigan called to his attention ? 

Mr. Biren. It is complicated because you had a United Nations 
relief program going. 

Mr. Gross. What ¢ 

Mr. Bren. The relief and rehabilitation program called UNRRA. 

Mr. Gross. How does that fit into this? 

Mr. Biren. They were doing the same thing, helping Korea as a 
part of the war effort. 

Mr. Davis. Will the gentleman yield. I notice that in information 
you have furnished us, as of June 30, 1957, there were 1,312 ICA 
employees in Korea; and June 30, 1958, it has increased to 1,586. As 
of May 31, 1959, another increase to 1,687. 

Mr. FrrzGeraup. Yes, sir. 

Mr. Davis. That is not a decrease. 

Mr. FrrzGeravp. As Mr. Biren said, Mr. Chairman, as our program 
increases in the country, our project personnel, the technicians con- 
stituting 85 percent of our total personnel—and as we increase the 
number of projects in a country under the technical cooperation pro- 
gram—which as you know has been increased each year—as we in- 
crease our technical assistance, ergo, our personnel increases. 

Now, the administrative people do not increase proportionately. 

Mr. Davis. Is that what he was talking about when he said there 
had been a decrease of 12? 

Mr. FrrzGerawp. Yes, sir. 

Mr. Davis. Administrative people? 

Mr. FirzGeraip. Administrative; yes, sir. 

Mr. Biren. That is the kind of people we are talking about in the 
statement about the protection of property, you see, and for motor 
pools. 

Mr. FirzGrravtp. Those are not program people that have to do 
with the support services, those are administrative types. 

Mr. Davis. The technicians, they are increasing instead of 
decreasing ? 


%, 
: 
# 
= | 
FS 
f 
f 


MANPOWER UTILIZATION IN THE FEDERAL GOVERNMENT 53 


Mr. FrrzGerratp. That is correct, sir, due to the increase in the 
project aid which is being carried out. 

Mr. Davis. And these increases just cited to you, they are increases 
in technicians? 

Mr. FrrzGeratp. That is correct, sir. 

Mr. JouansEn. Do the governments of these countries to which we 
are extending this aid cooperate in any manner in some of the chore 
functions such as these policing activities; the protection of property 
against this petty thievery ? 

Mr. FirzGerap. Yes, sir, they do the best they can, but let us look 
at any country in south Asia or southeast Asia, the Far East, people 
who have never had anything, who are living on perhaps an average 
per capita income of $50, $70, or $75 a year. When they see a U.S. 
operation come into a country with lots of equipment and lots of re- 
sources, these people who perhaps do not have the disciplines that we 
know in this country, without the initial police protection, might 
pilfer and this is our problem. 

Mr. Corserr. Suppose there was an American company in south- 
eastern Asia, fully equipped to do a job, if they were employed by 
contract, wouldn’t this be better than ICA having to go in and do 
all the work from scratch ? 

Mr. FrrzGrrap. Yes, sir. 

Mr. Cornerr. Well, I wanted to bring up a case here in Vietnam 
and I must preface it by saying that this particular corporation that 
operates there out of Pittsburgh, some time ago when the matter was 
up, asked me not to make any public fuss about it because it might 
endanger their operations with ICA in other countries, but I am going 
to doso anyhow without naming them. 

Earlier, when they were operating in Portugal, Spain, and Algeria— 
they are a water drilling company—they were turned down on bids 
there despite having the equipment present. Somebody else did the 
work, came to them to rent their equipment and to hire some of their 
technicians, But, listen now to this case regarding the water supply 
for Saigon, Vietnam. Here is a significant part of one letter. I do 
not suppose the gentleman has had any experience with this, because 
of his limited tenure, but I think it will illustrate exactly what might 
be part of our trouble. 

Here is a company that for some 80 years has been supplying water 
in Saigon and there comes a conflict of projects. The ICA, having 
probably determined that it would be best to dam up a river and use 
surface water, the private U.S. corporation insisting that wells 
would be the best. Here is a letter which was directed to Mr. Arnold. 
The significant part reads as follows: 


As you will note, the December 22 meeting— 
this letter was written on February 23, 1959— 


of the Prefectural Council of the City of Saigon specifically turned down inclu- 
sion of any budgeted funds for the Donai project— 


that would be the water project— 


on the basis that the project was too costly and not enough guarantees that 
the water would be pure. 

Our Mr. John Marfi visited Saigon December 25 to December 31 and found 
that the Prefecture de Saigon is entirely in favor of the new well field in the 
Go-Vap area, on which he had asked our reported proposal and for which pur- 
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pose our eminent hydrogeologist, Mr. Roman Karpoff, has now proceeded to 
Saigon where the studies are currently underway. 


The Prefecture de Saigon, the Vietnamese Government body directly concerned 


with the city of Saigon water supply apparently is entirely in favor of the pro- 
posed new well field and completely against the Donai scheme. 


Since the well system will cost $28 million less and has the active support 
of the government of the people concerned, the well installation would seem to 


be in the best interests of the U.S. Government. 
Then, without going too far, but I did want to read from the Times 
of Vietnam, they point out in an article dated December 27, 1958: 
The proposal to draw water from the Donai River to supply the city is likely 


to be abandoned because it would cost 1 billion piasters, would require difficult 


and lengthy construction works, and would not offer a firm guarantee of ade- 
quate supply during the dry season— 


and so on and so on. 
Preliminary tests would cost 2 million piasters. 


They would have to wait 2 years to see if the water supply would be 
adequate during the dry season and so on. 

Then in a letter from ICA to Senator Scott, of Pennsylvania, it 
is pointed out that ICA has turned down their proposal flatly, to 
use their language. 

Now, I am wondering—of course, we don’t know the merits of these 
two water plans—here is an American company on the scene that 
has been handling the water supply for the Government over there 
for years and years. Even if the costs were equal, why ICA would 
turn down an American company there and go ahead with their own 
project, have to bring all these technicians and engineers and peo- 
ple to protect property there, when here is a company that appar- 
ently enjoys the confidence of the country involved right there and 
is on hand to do the job. It just seems inconceivable to me. 

Mr. FrrzGrraup. Mr. Corbett, I am not in a position to comment 
on the engineering opinions which were rendered. 

Mr. Corserr. I have just one more statement. I recognize that 
the gentleman, having only been with ICA for a year, that he is 
not familiar with the details of this situation. But, here is an ex- 
ample of specific general policy. If ICA is turning down legitimate 
American business from going ahead with other projects or turning 
down agencies of other countries that could do a job, and we are hay- 
ing to train all these people and take them over them and give them 
all these special benefits, this is something that is wholly bad. 

I am wondering and my question is whether or not this sort of 
thing is an example of general policy and if this is the reason why 
we need so many people in so many places? 

Mr. FirzGrrarp. No, sir; it is not. I presume, and we will verify 
this project which you bring out, that U.S. engineers considered these 
two projects and evaluated them and the decision which was made 
by ICA 

Mr. Corverr. There was no doubt some evaluations were made. 
This business started back when Mr. Stassen was in charge of the ICA 
program, so some people made one decision and some made another. 

As I say, you and I cannot argue the merits of what is right, but 
we have quotations here from the heads of government in Saigon 


that they want the wells, not the surface water, and so we give them 
surface water. 
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Mr. Jonansen. Do I understand from the gentleman, that prior 
to ICA entry into this country and into this program, that private 
American enterprise was dealing directly with the government and 
rendering service ? 

Mr. Corser. That is correct, they were there on hand. 

Mr, JoHANSEN. Without U.S. subsidy ? 

Mr. Corserr. None at all. 

Mr. Jonansen. How could that ever have come to pass ? 

Mr. Corsetr. I don’t know. The same company was in Algeria, 
Portugal, and Spain, operating with profit. 

Mr. JOHANSEN. DoT construe the gentleman’s statement to mean 
that in effect, ICA is supplanting what has previously been success- 
fully operating under a private enterprise arrangement? 

Mr. orBETT. With this one exception. I would agree that the 
money for this waterworks, whichever program is adopted, as I un- 
derstand it, comes from ICA. Heretofore, a very, very inadequate 
water supply was arranged by the government itself over in Viet- 
nam. But this company claims that they are on hand, ready to do 
the job, that they can provide an adequate water supply for $28 mil- 
lion less than the program that is going to be adopted. Now, that 
is their side of it. ‘They want to make money. 

Mr, FrirzGrrap. Mr. Corbett, we would be very happy to furnish 
you the engineering rationale for this. 

Mr. Corserr. I have read that, sir. 

Mr. FrrzGeraxp. I can assure you that if we can contract out to 
reliable personnel, we are not interested in building up a big organ- 
ization. 

Mr. JoHANSEN. But in this case you didn’t? 

Mr. FrrzGrratp. We contracted to somebody else, Mr. Johansen, 
based on U.S. engineering appraisals and recommendations. 

Mr. Corserr. Did some other company move in on this job? 

Mr. FrrzGrraxp. I don’t know, Mr. Corbett. 

Mr. Corset. I think they did. I don’t know where they came 
from. 

; Mr. FirzGeratp. This is getting a little bit beyond our department 
rere. 

Mr. Corserr. Well, these are the things that we sit up here and 
try to keep informed on; to see what is going on and vote taxpayers’ 
money and we are off into a thousand different things. We have 
to depend on somebody to administer these things properly. So oc- 
casionally, when something like this is called to our attention, it 
causes a lot of doubt. 

Mr. Davis. I want to get back, if you have finished that, to this 
statement. 

Mr. Corverr. Well, there is just one thing, Mr. Chairman, if you 
please, and that is the general subject with which we are dealing 
with here. Now, if because of an ICA decision not to utilize Amer- 
ican enterprise on the scene we have to go in and take a lot of per- 
sonnel, supervisory and all the rest, this, to me, would be one of the 
causes of the program getting out of hand. 

Mr. Gross. Will the gentleman yield ? 

Mr. Corserr. Yes. 
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Mr. Gross. I suggest, with the approval of the chairman, that u 
report be made by the ICA and included in this record with respect 
to this maiter. 

Mr. Davis. I will leave that up to Mr. Corbett. He expressed 
some reluctance to deal with names of the people involved. If you 
want to get a report on this 

Mr. Corsert. I think possibly it would be good to review this. I 
know the answer which was given before, that.somebody went in 
and looked the situation over and decided that the dam was the bet- 


‘ter project. 


Mr. Davis. Can you identify the project with a number or name? 

Mr. Corserr. Yes, it is the Saigon Water Works. 

Mr. Davis. Could you give us a résumé of that, Mr. FitzGerald? 

Mr. FrrzGrratp. I would be very happy to, Mr. Chairman. We 
will give you the engineering report, if you so wish, and the reasons 
why the ICA made its decision. 

Mr. Davis. Very well. 

(The report follows :) 


SaIcoN-CHOLON WATER SYSTEM, VIETNAM 


The Government of Vietnam requested assistance of the United States in 
developing a definite plan for increasing the quantity and quality of water 
available in the Saigon-Cholon area, the most heavily populated area of Vietnam. 
They stated that their present water supply does not provide potable water, is 
inadequate in volume, consumers’ rates are high, and no comprehensive plan 
existed for providing an adequate supply to meet the present and future require- 
ments of the area. 

As a result of this request, invitations to develop such a comprehensive 
water supply plan were extended by ICA to nine qualified companies. Upon 
receipt and analysis of these proposals, the Hydrotechnic Corp. was selected 
as the lowest acceptable bidder. The scope of work to be undertaken was— 

(a) to make a comprehensive survey of existing facilities in operation, 
review the various proposals for extension and/or additions to the present 
water supply and distribution system, analyze any other plans which might 
be more economical than those proposed, study thoroughly the present sys- 
tem to determine the modifications, reconstruction or additions that would 
be necessary to provide a modern, efficient system that would deliver potable 
water to the consumer and provide necessary fire protection; 

(b) make the above study in the light of present day needs and future 
needs based on the next 20 years of expected expansion ; 

(c) on these studies make recomendations for the most economical 
means of obtaining an adequate and suitable current and future supply of 
water sufficient to satisfy these needs. 

A contract was entered into between ICA and Hydrotechnic Corp. under which 
the contractor agreed to make a complete survey of the water supply for 
Saigon-Cholon, provide a comprehensive plan for producing a water supply and 
distribution system adequate and suitable for the needs of the area, and to submit 
to ICA/Washington a comprehensive final report. 

The Hydroelectric Corp. prepared a report recommending the Dong Nai 
River as the best source of supply. Due consideration was given to all possibili- 
ties for supplying the area with water, including the possibility of meeting the 
requirements through wells. The report pointed out the acidity and high iron 
eontent of the well water, the dangers of disturbing the salt water-fresh water 
equilibrium in the underground water table, and that the future demands for 
potable water could not be met by relying on the wells as a source of supply. 

The Hydrotechnic Corp. report was examined by qualified ICA engineers, by 
the U.S. Operations Mission in Saigon, and by the Vietnamese Government, and 
the recommendations contained therein were accepted by all parties. 

The Vietnamese Government presented a request to the Development Loan 
Fund for a loan in the amount of $19,500,000 to assist them in financing the 
foreign exchange costs of going through with the recommendations in the report 
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of the Hydrotechnic Corp. for acquiring equipment, materials, and services 
required for this project. 

For a period covering approximately the last 30 years, the International Water 
Corp. of Pittsburgh (referred to indirectly and not by name by Representative 
Corbett) through its subsidiary, L’Hydraulique-Asie, has been under contract 
to supply water to Saigon. The source of supply of this water provided by this 
company is 62 producing Layne wells. Mr. John R. Charles, vice president of the 
International Water Corp., accompanied by several members of his staff called 
on this agency in January 1959 and discussed their continuing interest in pro- 
viding water services to this area. We informed our mission in Saigon of the 
interest of the International Water Corp. and requested their comments. In 
response to this request the mission informed us that the Hydrotechnic Corp. 
proposal to use the Dong Nai as a source of water rather than use of additional 
wells had the complete, unqualified approval of all Government of Vietnam offi- 
cials and also of the prefecture of Saigon and city council. 

The International Water Corp. continued to press its interests and presented 
in some detail considerable information to support its contention that the wells 
could supply sufficient water to meet the present and future demands of the area. 
These data were submitted to ICA/Washington engineers. Action on the DLF 
loan was suspended temporarily while another expert in this field was employed 
by ICA to independently review the material presented by the International Water 
Corp. Further examination was also made by qualified technicians from another 
U.S. Government agency. Results of all these analyses have not been finalized 
but it appears from a preliminary evaluation that the original recommendations 
as contained in the Hydrotechniec Corp. report are sound and the Dong Nai River 
is to be preferred over the wells as the source of increased water supply. 

In response to the specific implications of the subcommittee we conclude, (@) 
that the com}1ny “on hand” in Saigon naturally desires to retain and expand its 
business of pr viding water by use of wells; (b) that because of this company’s 
protestations [CA has-gone beyond the ordinary requirements to insure the valid- 
ity of the recommendations of the original water survey, and (c) that informa- 
tion available to us does not support the contention that the local government 
prefers the ‘‘well field’ method of securing water. 

We conclude finally that there would be no difference in the requirements for 
USOM or ICA/Washington personnel as a result of contracting for one or the 
other type of water supply project. The problem here is not whether ICA is to 
complete the project in place of a private contractor, but is rather, which of two 
methods of supplying water should be used. In either case, a private contractor 
and not ICA personnel would complete the project. 


Mr. Davis. I want to get back to the question I was asking a while 
ago. We were discussing your statement regarding countries just 
beginning their development programs and countries with a long his- 
tory and demonstrated competence in economic development. What I 
want to know is how many of these countries are there in this program 
which are just beginning their development program and how many 
of them come under this category of “a long history and demonstrated 
competence in economic development” ? 

Mr. FrrzGeraup. Very few, sir, in this area. 

Mr. Davis. Give us the best you can, how many in each category ? 

Mr. FirzGeravp. Since we have moved out of Europe we have 
gotten into the underdeveloped areas of the world and the newly de- 
veloping countries, newly independent republics, people who have 
just a handful of citizenry running governments with little organiza- 
tion 


Mr. Davis. Such as what? Name some of them. 

Mr. FrrzGrravp. Laos, Cambodia, Vietnam is a good indication. 

Mr. Davis. How far along have we gotten in Ghana? 

Mr. FrrzGreravp. In Ghana? As you know, Ghana has just re- 
cently become independent. 

Mr. Gross. Become what ? 


{ 
| 


58 MANPOWER UTILIZATION IN THE FEDERAL GOVERNMENT 


Mr. FirzGrravp. Independent. 

Mr. Gross. They have a dictatorship. 

Mr. FirzGrravp. Independent from Great Britain, sir. 

Mr. Gross. Well, we have done pretty well, if the gentleman will 
permit this observation, in sending people over toGhana. We started 
with 2 in 1957 and we now have 55 there. 

Mr. FivzGerap. Yes, sir. 

Mr. Davis. Can you give me the number or the approximate num- 
ber of countries that come within this category which are “just begin- 
ning their development programs” / 

Mr. FrrzGeravp. I would be very happy to amend our statement to 
include that data. 

Mr. Davis. You are not in position to give it now ? 

Mr. FrrzGeratp. Well, I cannot give you now a considered ICA 
position as to which they are, starting at the bottom, and which are 
considered in order of development stage among all the countries in 
our program. 

Mr. Davis. Furnish that then for the record. That is the answer 
to the question of how many are in these two categories. 

Mr. FrrzGeravp. Yes, sir; I will be very happy to. 

(For information, see p. 60.) 

Mr. Davis. Tell me this, how many countries throughout the world 
now are getting aid from the U.S. Government ? 

Mr. FrrzGera.p. 65 countries today. 

Mr. Davis. Sixty-five? F 

Mr. FirzGeraup. Yes, sir. We use the figure of 67, but there are 
dependent overseas territories in that category. 

Mr. Davis. Sixty-five would be the correct number? 

Mr. FrrzGeratp. Approximately 65. 

‘ Mr. Davis. How many of them are not getting aid from the United 
tates ¢ 

Mr. FrrzGrratp. How many are not receiving aid, sir? 

Mr. Davis. Yes. 

Mr. FrrzGrravp. If I could make that a matter of record, sir, I 
would be very happy to. 

Mr. Davis. I wish you would. 

Mr. Jonansen. Mr. Chairman, I would like to ask the witness— 
what do we mean by an underdeveloped country? It seems to me that 
is a highly relative term. It seems to me that it has relationship to 
economics, to government, to a lot of facets. What is it in our great 
wisdom that we denominate as “underdeveloped countries” and what 
are we shooting toward ? 

Mr. Davis. That is what I was coming to in my next question, 
what is the goal? 

Mr. JonHansen. What is the goal and when do they cease to be 
underdeveloped countries or is this a flying goal that we never catch 
so that we are going to pour our resources in perpetuity into these 
countries until we are finally broke and we become the underdeveloped 
country and who then in God’s name is coming to our rescue ? 

Mr. FrrzGeratp. Mr. Johansen, I think that this question has been 
replied to by Mr. Dillon in his testimony before the Senate Foreign 
Relations Committee as well as the House Foreign Affairs Commit- 
tee and if you so wish, we would like to append the exact statement 
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which Mr. Dillon, the Under Secretary, has made. This is an integral 
part of our foreign policy in the United States today. 

Mr. Davis. Do you have his statement you just referred to here 
this morning? 

Mr. FrrzGerratp. No, sir, I don’t. 

Mr. Davis. Proceed. 

Mr. Gross. What is an underdeveloped country ? 

Mr. FrirzGrratp. An underdeveloped country is a region with po- 
litical, social, and economic levels which in the estimation of our 
State Department are considered in need of development and as- 
sistance. 

Mr. Gross. Development and assistance ? 

Mr. FrrzGerap. Yes, sir. 

Mr. Gross. Is there a country in the world that does not need 
assistance ? 

Mr. FrrzGrratp. Economic assistance ? 

Mr. Gross. Yes. 

Mr. FrrzGrraxp. Yes, sir, Western European nations. 

Mr. Gross. Beg pardon? 

Mr. FrrzGrratp. Western European nations are considered highly 
industrialized. 

Mr. Gross. Then why are we making uncollectible development 
loans in some of these European countries, if they are so highly 
developed ? 

Mr. FrrzGeraup. Mr. Gross, this is a question which I prefer not 
to answer. This is beyond the scope of my responsibility, and I would 
prefer to stick to my sae: <a although I would attempt to 
answer every question that I am able to. 

Mr. Gross. You have to have personnel to take care of all these 
things, don’t you? That is the original premise for your reason—or 
those who insist upon this program—why you have to have people 
scattered all over the world, and you have thousands of them. We 
trying to arrive at the reason for this program, why the need for 
these people 

Mr. FrrzGeraup. That would come under the Development Loan 
Fund, sir, which is an independent corporation, and is not part of 
ICA. 

Mr. Davis. We didn’t get the answer yet to the question which Mr. 
Johansen asked you. What is the goal, the ultimate objective? 

Mr. FrrzGeratp. The objective is to help these countries to meet 
the specification or the criteria which we have considered and estab- 
lished, of economic development. 

Mr. Davis. To what extent? When will you have reached the goal? 

Mr. FrrzGerap. I can’t tell you, sir. 

Mr. Davis. Well, you are in charge of it, aren’t you? 

Mr. FirzGeravp. No, sir; Iam not. 

Mr. Davis. If youcannot, tell us who can. 

Mr. FrrzGerawp. That is a very important segment of the foreign 
policy of the United States as to what countries are underdeveloped 
and when we will render economic assistance, and how much. 

Mr. Davis. Just who would be able to answer that question ? 

Mr. FrrzGrratp. I presume Mr. Douglas Dillon, our Under Secre- 
tary of State. I believe he responded to that question in both the 
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Senate Foreign Relations hearings and House Foreign A ffairs Com- 
mittee hearings. 


Mr. Davis. You said you are going to put that statement in the 
record 


Mr. FrrzGerap. Yes, sir. 
(The information follows :) 


Supsect: DEFINITION AND LISTING OF UNDERDEVELOPED CouNnTRIES * 


The term “underdeveloped” is generally applied to a country whose per capita 
real income or GNP is low by the standards of North America and Western 
Europe. However, other criteria are also useful for differentiating between the 
developed and underdeveloped economy—e.g., the level of industrialization and 
the degree of technological advance in both industry and agriculture. On this 
basis, 57 of the total of 77 independent countries of the world (excluding the 
Sino-Soviet bloc) can be described as underdeveloped. The term applies to all 
of Asia and the Far Eist (excluding Australia and New Zealand), Africa (ex- 
cluding the Union of South Africa), Latin America, and parts of Eastern and 
Southern Europe. The underdeveloped countries are listed below by region: 


LATIN AMERICA 


The 20 independent countries of Latin America are considered underdeveloped. 
They are: Argentina, Bolivia, Brazil, Chile, Colombia, Costa Rica, Cuba, Do- 
minican Republic, Ecuador, El Salvador, Guatemala, Haiti, Honduras, Mexico, 
Nicaragua, Panama, Paraguay, Peru, Uruguay, and Venezuela. The rincital de- 
pendent territories in this area, namely the West Indies Federation, British 
Honduras, British Guiana, French Guiana, and Surinam, are all underdeveloped. 


EUROPE 


Five European countries are generally defined as underdeveloped: Greece, 
Portugal, Spain, Turkey, and Yugoslavia. 


AFRICA 


The Union of South Africa is the only African country which is not classified 
as underdeveloped. The nine other independent African countries are: Ethiopia, 
Ghana, Guinea, Liberia, Libya, Morocco, Sudan, Tunisia, and the United Arab 
Republic. All colonial and trusteeship territories on the African Continent are 
underdeveloped areas. These include the Italian Trust Territory of Somalia and 
the British colony and protectorate of Nigeria, both of which are soon to be 
granted independence. 


ASIA AND THE FAR EAST 


Of the 25 countries of Asia and the Far East, only Australia and New Zealand 
are considered economically developed. The underdeveloped countries of the 
region are: Afghanistan, Burma, Cambodia, Ceylon, Republic of China, India, 
Indonesia, Iran, Iraq, Israel, Japan, Jordan, Korea, Laos, Lebanon, Malaya, 
Nepal, Pakistan, Philippines, Saudi Arabia, Thailand, Vietnam, and Yemen. 
(While Japan's level of industrialization is more advanced than any of the other 
countries listed, its per capita GNP is low by the standards of North America 
and Western Europe.) 

Mr. Davis. We will proceed then with your statement. 

Mr. Gross. Mr. Chairman, I submit, if the gentleman is going to 
read this entire statement, there will be no opportunity for questions. 
I wonder if he could highlight it or if we could proceed to ask ques- 
tions or perhaps you want to continue this until another date? It 


will have to be one way or the other. 


1 This additional statement is a copy of a statement provided earlier by Under Secretary 
of State C. Douglas Dillon to the House Committee on Appropriations. See page 1067 of 
the hearings. Mr. Alexander asked ‘How many underdeveloped countries do we have?” 
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Mr. Davis. Well, I would prefer, if we can, to work it out and 
continue it until another day because I do not think we are going 
to get through this morning by 12 o’clock. 

Mr. Gross. That is fine. 

Mr. Atrorp. Mr. Chairman, may I submit also one thing, that if 
this is out of the purview or the responsibility of the gentleman, 
why don’t we have the people here who are responsible ? 

Mr. Davis. Well, that will, of course, depend on what information 
we are able to get from Mr. FitzGerald and his associates. 

Mr. FirzGrravp. I am very happy to respond to any questions 
which are within my responsibility within ICA, which is personnel 
and administration. 

Mr. Atrorp. I can understand that. I just merely submit that if 
we are going beyond the field of anyone’s responsibility, then I think 
we should have those individuals here to properly answer the ques- 
tions. 

Mr. Davis. I think we will have to finally work that out. 

Let me ask you this, Mr. FitzGerald, who do you work under and 
who controls the activities of ICA? 

Mr. FrrzGreravp. The Director of the ICA, sir, Mr. James W. 
Riddleberger. 

Mr. Davis. You referred a while ago to Mr. Douglas Dillon. Is he 
higher up on the ladder than Mr. Riddleberger ? 

Mr. FirzGrravp. Mr. Douglas Dillon, sir, is the Under Secretary 
of State. 

Mr. Davis. I know who he is, but I wanted to get the extent he 
dominates the ICA. 

Mr. FrrzGrraup. He is the coordinator of the mutual security 
program, which includes not only the ICA, but the military assist- 
ance component in the Department of Defense. 

Mr. Davis. And your activities then and Mr. Riddleberger’s depend 
on what Mr. Dovetas Dillon says and thinks? 

Mr. FrrzGreravp. Mr. Douglas Dillon establishes policy for the 
mutual security program, sir. 

Mr. Corserr. Right at this point, Mr. Chairman, if we are going 
to get to the ultimate, isn’t the Congress after all responsible for 
policy, particularly as it comes out of our legislative committees. We 
go over there and vote on policies and direct that something be done. 
Now, as regards this program, isn’t it more or less our job to see that 
it is properly administered? We can’t determine policy, we can only 
determine whether or not it is being carried out efficiently and with 
some achievement of objectives. 

Mr. Davis. I think, of course, in the final analysis that is true, 
but what I am getting at now is who is responsible for what he does 
and who is responsible above him and on up the line. 

Mr. Corserr. That is right. 

Mr. Gross. Mr. Chairman, if I may, one question. 

Mr. Davis. Mr. Gross. 

Mr. Gross. On page 2 of your statement, Mr. FitzGerald, you say, 
“These technicians serve abroad at the request of the cooperating coun- 
tries concerned: and these countries make significant contributions in 
funds, personnel and other resources to the technical cooperation pro- 
grams.” Will you please use an example of one country where the 
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country makes significant contributions in funds, personnel, and other 
resources ¢ 

Mr. FirzGrraup. Well, I would say in our Latin American pro- 
gram, we contribute a fraction of the costs which the Latin American 
governments appropriate for the technical cooperation program. 

Mr. Gross. I am glad you used Latin America. You are, of course, 
including South America ? 

Mr. FrrzGrravp. All of the 21 states. 

Mr. Gross. Would that be true in Bolivia ? 

Mr. FrrzGeravp. Bolivia is an exception to that for some aspects 
of the mutual security program but it does make a contribution to 
the technical cooperation program. 

Mr. Gross. I see, so it does not include all of the Latin American 
countries. Are there any other countries you want to except from 
this? 

Mr. FrrzGerrap. No, sir. 

Mr. Gross. All the rest of them are making substantial contribu- 
tions of personnel and resources and all the rest ? 

Mr. FirzGeratp. That is correct, sir. 

Mr. Gross, In Latin America ? 

Mr. FirzGrravp. Yes, sir. 

Mr. Gross. The only exception is Bolivia ? 

Mr. FrrzGrrarp. Yes, sir. 

(ICA information follows :) 


United States and cooperating country technical cooperation contributions in 
Latin America under the mutual security program, fiscal year 1952-fiscal year 
1959 

{In thousands of dollars] 


j 


1U.8. contri-| Cooperating || \U.S. contri- Cooperatiny 
Country bution j|country con-|| Country bution country con- 
tribution || | tribution 
Argentina__ __- } $521 | : || Honduras. - - | $8, 589 $12, 186 
Bolivia. 19, 749 | $22, 363 || Mexico_ ee) 6, 379 6, 817 
Brazil. - 28, 438 | 138, 544 || Nicaragua -| A, 383 6, 439 
Chile. Ps | 15,877 | 26,464 || Panama | 9, 376 6, 438 
Colombia t 9,195 | 18, 543 || Paraguay... j 11, 727 9, 611 
Costa Rica. | 7, 572 | 8, 259 || Peru 19, 018 | 21, 534 
Cuha____- =. | 2, 784 | 1,326 || Uruguay--- 1,601 | 1, 237 
Dominican Republic. ____| 1,835 | 1,536 || Venezuela. __ 1,114 | 7, 950 
Ecuador... e 12,041 | 12,994 || Oversea territories... __ | 3, 314 | 525 
Salvador. 6, 352 | 6, 679 || 
Guatemala_- 11, 235 | 5, 655 || Total____- 190, 981 320, 465 
Haiti_- 5, 365 


8, 881 | 


Mr. Davis. Are there any countries in the world today that are 
declining this aid? 

Mr. FirzGeratp. Where our aid program is being reduced ? 

Mr. Davis. I say, are there any countries which are refusing to 
accept our aid, or are declining our aid ¢ 

Mr. FrrzGrraxp. I could not say that. there was any country which 
has recently declined aid, although for some time, Burma refused aid 
from this country. 

Mr. Gross. You people considered it a diplomatic victory when 
you got them to accept some money the other day. That was the state- 
ment put out by the State Department. I do not know whether ICA 
had anything to do with it, but you managed to twist their arms long 
enough and hard enough to get them to take a good many million 
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dollars, I think it was $37 million. That is called a diplomatic vic- 
tory. They refused to take our aid and told us to go peddle our aid 
someplace else in 1958, didn’t they? Isn’t that correct? 

Mr. FrrzGeravp. I am not exactly sure of that, sir. 

Mr. Gross. In 1953? 

Mr. FrrzGeratp. I am not exactly sure. It was 1953 perhaps, but 
I am not sure of the circumstances under which Burma did not receive 
aid from the United States. 

Mr. Davis. Did they refuse to accept it for 6 years? 

Mr. FirzGeravp. I beg your pardon ? 

Mr. Davis. Did they refuse to accept aid for 6 years? 

Mr. FirzGrrarp. Yes, sir. 

Mr. JoHanseN. What was the basis for their refusal? What was 
the reason ? 

Mr. FirzGeraup. They did not want to be obligated to the United 
States and were only interested in loans from countries to aid the 
development of their country. 

Mr. JoHAaNnseN. That is amazing and I feel a highly commendable 
attitude, but what changed their attitude to where they are willing 
now to be obligated ¢ 

Mr. FirzGerautp. A number of conditions, sir, which I feel I am not 
really competent to comment on. 

Mr. Jonansen. I do not want to be unfair to you. I realize the 
limitations of your position, but these are facets of this whole prob- 
lem that we cannot completely divorce from the personnel aspects. 

Mr. Gross. Are you sending people now into Burma? 

Mr. FrrzGerap. Yes, sir, we are. 

Mr. Gross. How many ? 

Mr. FrrzGrratp. We - about 12 people there at the present time. 

Mr. Gross. Do you plan to increase in Burma ¢ 

Mr. FrrzGerraup. Twelve people is what the number is, sir. 

Mr. Gross. Do you plan to increase them ? 

Mr. Davis. Your compilation here says 20. 

Mr. FrrzGeravp. For fiscal 1960. 

Mr. Davis. May 31, 1959. 

Mr. FrrzGeravp. In Burma we have a total of 20 people, but 12 
U.S. nationals. I am sorry, when I said 12, I meant U.S. nationals. 
There are eight locals. 

Mr. Davis. Well now, is Iraq accepting U.S. aid now? 

Mr. FrrzGeraip. Iraq? No, sir. 

Mr. Davis. Why ? 

Mr. FrrzGeratp. Apparently they have considered the position of 
the Iraqui government to be that they no longer wish to have U.S. 
economic assistance. 

Mr. Davis. A moment ago you said Burma was the only country 
declining this aid. Do you now say that Iraq declines it or refuses it ? 

Mr. FrrzGrravp. That is not settled, sir, that is in negotiation. 

Mr. Davis. When did it get into negotiation ? 

Mr. FirzGrrarp. It has been in negotiation, sir, for about a year, 
since the revolution and death of King Feisal. 

Mr. Davis. They are not accepting this aid now? 

Mr. FrrzGrerarp. No. 

Mr. Davis. Are there any other countries not accepting? 
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Mr. FrrzGrraup. I would like to qualify that, sir, because we still 
have some people in Iraq. We are paying them but we have not gone 
forward with any programs. 

Mr. Gross. What are they in there for? 

Mr. FrrzGeraup. We have been keeping people in Iraq, sir, pending 
these final negotiations. 

Mr. Gross. Final negotiations / 

Mr. FirzGrratp. With the Iraqi Government. 

Mr. Gross. In other words, are we twisting their arms to get them 
to take some of our money ? 

Mr. FirzGrraup. I would not say we are twisting anybody’s arm, 
Mr. Gross. 

Mr. Jouansen. Do you mean to say with negotiations pending for 
a year you have kept personnel there for a year? What are they 
doing? Are they negotiating parties or are they on a standby basis 
awaiting the decision ? 

Mr. FrrzGeratp. We have had a reduction of the Iraq mission over 
that period of time. When we phase out a country, and it happened 
overnight as you well remember, it is a little difficult to place people 
of highly technical specialty immediately. As a result, we have been 
placing these people, as time has gone on, and have transferred them 
to other posts and other jobs. 

Mr. Gross. Is Iraq a hardship post ? 

Mr. FrrzGrravp. That is considered a hardship post. 

Mr. Gross. So you keep them over there in a hardship post and pay 
them the differentials to keep them over there while you are relocating 
them somewhere else rather than bring them back to this country? 

Mr. FirzGerarw. We figured out, Mr. Gross, in many cases it would 
be much easier to leave them in Iraq and ship them to Pakistan or 
Afghanistan rather than bring the families and household goods and 
automobiles back to the United States and then ship the families, 
household goods, and automobiles back to Afghanistan or India. 

Mr. JowHansen. How many people do you have there on standby 
basis since you have deactivated the program ? 

Mr. FrirzGrrautp. We have 38 people there now, sir, as of May 31. 

Mr. Gross. As of May 31, according to the figures we have here, 
you have 77 in Iraq. 

Mr. FrrzGerarp. Thirty-eight is our number. I am sorry, we are 
again talking about United States and local people. Those others are 
local people. 

“i JOHANSEN. Have we terminated the nationals from the pay- 
roll ? 

Mr. FrrzGerarp. This is 38 U.S. nationals still in Iraq as of May 31 
from approximately 90 last year. 

Mr. Gross. Oh, no; 163. 

Mr. Jowansen. That is Americans again. 

Mr. FrrzGrratp. We are talking about Americans. With locals 
we have no problem. 

Mr. Jowansen. Are the locals taken off the payroll, all of them ? 

Mr. FrrzGeraup. A year ago, we had 160 odd total; now we have 
77. 

Mr. JoHANSEN. But you still have some locals on the payroll, even 
though there is no program ? 
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Mr. FrrzGreratp. We cannot say there is no program, Mr. Johansen, 
because we have some technical cooperation projects which, let us say, 
are still in being and still operating. However, we are not going for- 
ward with any expansion or any further work. 

Mr. Jowansen. Isn’t Iraq where the American missionary hospitals 
and specifically the Seventh Day Adventist Hospital has been ex- 
propriated and taken over by Russian doctors? 

Mr. FrrzGeraxp. I do not know of that fact, sir. 

Mr. Gross. Mr. Chairman, if I may, will you yield to me? 

Mr. JOHANSEN. Yes. 

Mr. Gross. Which way are we going to have this? In onestatement 
you say that these people are there while they are being phased out 
and reassigned. In the next statement, you say that they are there 
to take care of programs already started. Now, which is it and how 
many of the people you have there are being used in the program ? 

Mr. FrrzGrrap. First, sir; we have some projects which have not 
been canceled and have not been closed out because we have been in 
negotiation over a period of about 1 year with the Iraqi Government, 
trying to resolve whether they in fact want us to continue. We have 
not gotten a “yes” and we have not gotten a “no” and we have been 
asked to remain. 

Mr. Gross. Isn’t that an open invitation for us to pack up and get 
out of the place if they cannot make up their minds whether they want 
our money? Why should we continue people over there ? 

Mr. FirzGerap. As a result, over the past year, as you will notice 
from the figures, we have been transferring people out of Iraq to 
other posts. 

Mr. Jowansen. Is the Iraqi Government now friendly to and 
oriented to the Soviet Union or to the United States? 

Mr. FrrzGeravp. I wish that I knew. 

Mr. Atrorp. Will the gentleman yield ? 

Mr. JoHANSEN. Certainly. 

Mr. FrrzGrravp. I wish our country knew at the present time. 

Mr. Atrorp. Mr. FitzGerald, we have established there are 77 em- 
ployees in Iraq. Of course, it is a trite statement to say what this 
subcommittee is trying to determine is whether these employees are 
necessary. Now, what are these employees doing at the present time / 
What are their duties, including the U.S. nationals and locals? 

Mr. FirzGreratp. We do not have the program of the country here. 

Mr. Corserr. Will the gentleman yield? It might be a little help- 
ful. Haven’t we established a couple of ice cream factories over 
there and milk processing plants, and the like, in Iraq? I think you 
will find you have, and this would be some justification for keeping 
people there on duty until there has been some settlement of the 
internal affairs of the country. 

Mr. Gross. The internal affairs are settled. 

Mr. Davis. I think Dr. Alford asked a fair question. 

Mr. JoHanseNn. I do, too. 

Mr. Corser. Certainly. 

Mr. Davis. And one that ought to be answered. 

Mr. FrrzGrravp. Mr. Alford, I would be very happy to make a 
matter of record what these residual personnel are doing in Iraq, 
what projects are actually in operation. 
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Mr. Atrorp. I think that is what the committee really wants to 
know. 

Mr. FrrzGrratp. What projects actually are in operation today 
and how our people are allocated to those projects and what skills we 
have left in Iraq pending this negotiation, whether we get out and 
close our programs or whether we stay. 

Mr. Jomansen. Mr. Chairman, I would not be satisfied to have 
this a matter of record. I want the information brought in here with 
the opportunity to ask some questions about it. 

Mr. Davis. We are going to set another date, Mr. Johansen, for 
the ICA to return and will you try to get this information, Mr. Fitz- 
Gerald, before that date arrives? 

Mr. FirzGeratp. Yes, sir; I will be very happy to. 

Mr. Atrorp. Along with that, Mr. Chairman, I think we would 
like to have a breakdown of these skills; in other words, what spe- 
cialists do we have, and so forth. 

Mr. JoHANSEN. Will the gentleman yield ? 

Mr. Atrorp. For example, do we have surgeons or engineers, and 
soforth? Iwill yield, Mr. Johansen. 

Mr. JoHANsEN. I am interested in not only what skills we have, 
but I am interested in how they are being employed, what they are 
doing there. 

Mr. Aurorp. I will associate myself with that remark. 

Mr. Jonansen. I would like also to ask whether I am correct in 
my information—and I am certain that I am—whether Iraq is not 
the country in which American missionary hospitals have been closed 
and Russian surgeons have been put in charge. I hope you will 
come forth with some information on that. 

T do not know how far we have got to go. We land in the street 
and let them walk over us to make it known to us that they are com- 
pletely hostile to us and that we are not welcome, particularly when 
people come in who, out of Christian charity, are over there trying 
to help their people, are driven out and Russian doctors put in charge. 
If we had one speck of self-respect, we would get everybody out of 
there as fast as they could be taken out. 

Mr. FrrzGeraxp. I will get what information I can. 

(The information follows :) 


Sussect: ACTIVITIES OF PERSONNEL PRESENTLY ASSIGNED TO USOM/TIrRaqQ 


By way of background information, it is first stated that the Government of 
Iraq has shown no interest in using American technicians in Iraq. They have, 
however, manifested a serious interest in participant training of Iraqis in the 
United States, and the program in that field is now underway. In view of the 
attitude of the Government of Iraq as to technical assistance in Iraq, it has been 
determined that all technical advisers be withdrawn from Iraq, and this with- 
drawal has been nearly completed. A need for a small group of personnel to 
handle the training program and residual administrative matters has been recone 
nized, and it has been determined that seven or eight employees should remnain 
in Iraq for this purpose. Positions required for retention in Iraq are indicated 
in the following paragraph: 

U.S. personnel.—The following U.S. personnel are on duty in Iraq or on tem- 
porary duty with no immediate transfer arrangements: 

(1) Controller: On temporary duty in Yemen—will probably be transferred 
without return to post. 

(2) Executive assistant: Scheduled for home leave late August and will prob- 
ably be transferred. 
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*(3) Secretary: Now acting as mail and files clerk. Scheduled for retention. 
*(4) Training officer: Scheduled for retention in Baghdad to implement train- 
ing program. . 

*(5) Chief education adviser: Scheduled for temporary retention in Baghdad 

to assist in training program. 

) Assistant program officer: Scheduled for early r.i.f. 

(7) Physician (maternal and child health) : On loan to American Embassy, 
Baghdad, as acting Embassy physician pending replacement anticipated 
in August. Upon replacement will be made available for transfer. 

*(S) USOM Acting Director. Now on consultation in Washington. Scheduled 

for return to post. 

(9) Personnel Officer. Presently in Iraq but under r.i.f. notice. 

*(10) Assistant Controller. Scheduled for retention as long as required. - 
(11) Water Resources Adviser. Scheduled for transfer—awaiting clearance. 
(12) Water Resources Adviser. (Development Board) Now on temporary 

duty. Scheduled for transfer. 

(18) Program Assistant (clerical). Scheduled for retention for program 

activities in training. 

*(14) Acting Executive Officer. Scheduled for retention. 

Local employees.—The local staff has been reduced as fast as has been prac- 
tically possible. About 20 local employees now remain. This group includes 
drivers, fiscal personnel, janitors, maintenance, and training personnel. It is 
expected that the number of locals will be reduced about one-half the present 
number by September 1, 1959. 

USOM/Iraq has no active project at present with the exception of the training 
program as mentioned above. From the ICA viewpoint the decision to maintain 
a small staff in Iraq was based upon the request of the Government of Iraq to 
continue a participant training program and for other reasons which can be 
best explained by the Department of State. 

Two American owned and operated hospitals in Iraq have been expropriated 
under the new policy of nationalized medicine. One hospital at Amara, in 
southern Iraq, is now being operated by the Government of Iraq and all American 
personnel are reported to have left Iraq. This hospital was formerly operated 
by a Presbyterian (Dutch Reform) Mission and the question of compensation 
has not been settled. Another hospital, the Dar As-Salam, located in Baghdad, 
has also been taken over and Baghdad radio reported on July 23, 1959, that all 
American personnel were leaving Iraq and that the hospital would be staffed 
with Russian and Iraqi personnel. It was reported that compensation has been 
agreed upon between the Government of Iraq and the Seventh Day Adventist 
Mission that operated the hospital. 

Mr. Dutsxi. Mr. Chairman, could I ask one question ¢ 

Mr. Davis. Mr. Dulski. 

Mr. Duusx1. Coming back to the first question I asked about the 
expansion, I notice in your statement here, on the bottom of page 2 
and this amazes me—“The growing need for more ICA emp sloyees 
in technical cooperation programs “abroad is demonstrated y the 
increase in appropriations for these programs * * */ 

Now, because the money is appropriated, is there need for this pro- 
gram? Because the money goes in for mutual security and foreign 
aid, when you get all these moneys together and have all these special- 
ists in these countries, is that the reason the employees are kept in 
ICA? 

Mr. FrrzGerarp. No, sir; the money has been appropriated because 
we have given substantive reasons why this money should be appro- 
priated and spent in the particular countries 

Mr. Dutskt. If you are not successful in vetting this appropriation, 
you have to curb it ; is that correct ? 

Mr. FrrzGeEratp. That is correct. 


— 


*Indicates scheduled for retention. 
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Mr. Davis. Mr. FitzGerald, in the meantime, we will study your 
statement and make it a part of the record. It is now quarter after 
11 and I think we will spend the balance of this session in just asking 
you some questions on various matters. 

(The full statement follows:) 


STATEMENT OF W. H. G. FrrzGeratp, Depury DiIrREcTOR FOR MANAGEMENT, 
INTERNATIONAL COOPERATION ADMINISTRATION 


Chairman Davis and members of the subcommittee, I am happy to have my 
first opportunity to appear before your subcommittee to discuss with you the 
progress ICA is making in obtaining better manpower utilization in its programs 
of technical and economic assistance to friendly nations throughout the world. 

Our basic manpower policy may be stated as follows: To maintain employment 
levels at the minimum practicable necessary to carry out U.S. foreign policy 
under congressionally approved programs. I believe our practices under this 
policy have in fact resulted both in improving utilization and keeping manpower 
levels at the lowest point consistent with the requirements of the ICA program. 

I should like to outline for the subcommittee the major factors which affect 
the employment levels of ICA. In so doing, I will respond generally to the first 
topic mentioned in Chairman Davis’ letter of June 29 setting up this hearing. 

ICA, as you know, is charged with administration of the technical cooperation, 
defense support, and special assistance activities of the economic portion of the 
mutual security program. Generally speaking, these programs (for which a total 
of $1.4 billion for some 67 countries has been requested for fiscal year 1960) 
are carried out in the form either of specific projects or as commodity aid pro- 
grams. ICA programs for technical cooperation and other economic assistance 
are presented to Congress on a country-by-country basis each year, showing the 
types of proposed programs and projects to be undertaken, together with esti- 
mates of the numbers and types of personnel (administrative aid program, direct 
hire and contract hire) judged necessary to carry out the program in each country 
and to maintain adequate field support services, aS well as executive direction, 
support, and control at headquarters. 

The technical cooperation program seeks by demonstration and training to 
transfer our technical skills and knowledge to the citizens of newly develop- 
ing countries. But technical skills and knowledge come packaged in people— 
and teaching requires teachers. In the technical cooperation program, the teach- 
ers are technicians, U.S. employees on the rolls of ICA hired directly by ICA 
or from other participating U.S. agencies such as the Public Health Service, the 
the Bureau of Public Roads, or the Department of Agriculture. All project 
activities of ICA, and particularly technical cooperation projects, require the 
stationing of U.S. nationals abroad both as technicians to work on projects and as 
support personnel. These technicians serve abroad at the request of the cooperat- 
ing countries concerned; and these countries make significant contributions in 
funds, personnel, and other resources to the technical cooperation programs. The 
significant manpower implication, therefore, of such project aid is that technical 
cooperation activities utilize about 85 percent of ICA technical employees serving 
abroad. And it is to be noted that the demand for U.S. technicians in the 
technical cooperation program has been slowly but steadily increasing as greater 
emphasis is placed upon this type of assistance and as the program is expanded 
to the newly developing countries where the need for technical help is most 
acute. The growing need for more ICA employees in technical cooperation 
programs abroad is demonstrated by the increase in appropriations for these 
programs and their extension to new countries. 

In concrete terms, the newly developing countries do not have enough econ- 
omists, engineers, public health experts, agriculturists, or eduactors to plan, 
supervise, and carry out projects in those fields of activity where development 
is most needed. Such scarcities of professional and technical experts make neces- 
sary relatively larger numbers of ICA staff as technicians. Moreover, in many of 
these countries it is impracticable to rely on the cooperating country for support 
activities such as property protection or motor pool operations, nor can such 
essential services be obtained locally by contract. In short, it simply requires 
more staff to carry on ICA activities in countries which are just beginning their 
development programs than it would in countries with a long history and demon- 
strated competence in economic development. 
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Against this background, let me explain the specific controls we apply to 
insure that employment is held to the minimum. At our headquarters each 
office is held strictly to a personnel ceiling issued only after a specific review 
and justification for the necessity for each position in that office. Personnel 
ceilings are established at the beginning of each fiscal year, and are under 
continuing surveillance throughout the years. In addition, as changes in 
programs, functions, or organization arise, an intensive survey of the position 
needs of the offices involved is conducted, and appropriate adjustments, up or 
down, in ceiling made to meet the current situation. 

ICA’s direct hire employment overseas is controlled by several coordinated 
administrative mechanisms within the general framework of the broad mone- 
tary and policy controls exercised by Congress, ICA maintains continuous 
and strict control over the number of its direct hire U.S. citizens employed 
in all foreign areas, through the mechanism of a “Staffing pattern—Personnel 
roster,” issued monthly and listing by country each specific U.S. position approved 
for ICA’s oversea missions. Each staffing pattern lists only such positions as may 
be accommodated within the position ceiling previously determined by ICA head- 
quarters for each country after intensive program, technical, and management 
review of program needs. 

An additional measure which operates to control employment of U.S. citizens 
overseas is the agency’s long standing policy of making maximum use of co- 
operating country nationals or “locals” for the performance of certain service 
type operations. In fiscal year 1960, it is planned to make greater use of 
“third country” technicians wherever the nature of the ICA program permits 
and the climate for acceptability of such technicians is favorable. 

Other factors controlling the levels of ICA’s total employment, including 
its oversea employment, are the limitations placed by Congress on the agency’s 
administrative expense funds. The effect of such limitations over the last several 
years has been to increase the ratio of program funded personnel; the number 
of technicians as compared to the number of administrative funded personnel 
who support these technicians in their program operations. These limitations 
have required that the administrative employment in ICA’s oversea posts be 
strictly controlled—in some cases to the point where certain essential adminis- 
trative services such as field audit of fiscal transactions, have never reached 
optimum levels. 

The effectiveness of these direct hire control mechanisms is scrutinized 
periodically at the missions through our regular evaluation, internal audit, 
and inspection operations, as well as being reviewed periodically by executive 
staff, such as myself, whenever field installations are visited. 

Besides our direct hire of U.S. citizens, ICA’s employment figures include 
certain other categories of people, namely : 

(a) Employees of other U.S. Government agencies detailed to and work- 
ing for ICA overseas and at headquarters ; 

(b) Employees of ICA funded contractors working overseas in lieu of 
direct hire employees ; 

(c) Foreign national employees working overseas for ICA missions; 

(d) Foreign nationals working with ICA missions overseas under trust 
fund arranagements with cooperating countries. 

I should like to show briefly the factors either controlling or affecting the level 
of employment of each of these other groups of employees. It has been our prac- 
tice, following the intent of Congress and the mandate of presidential executive 
orders, to utilize to the fullest possible extent all available resources—both fa- 
cilities, staff, and knowledge—of other U.S. Government agencies (participat- 
ing agencies) to assist in administration of the Mutual Security Act. ICA has 
working agreements with 13 such agencies for the use of their facilities and 
services and we obtain many of our oversea technicians and some of our head- 
quarters staff from them. Each year we enter into a specific budgetary arrange- 
ment with each agency for the services it will render to us during the year. 
From time to time, we audit or survey the ICA funded operations in those 
agencies to establish whether they are using, and we are paying for, only the 
minimum level of staff necessary for our purposes. The personnel they detail 
to us we treat as any other direct hire employees, subject to the same personnel 
ceiling controls as are our direct hire employees. They are, however, segre- 
gated on our personnel strength reports to identify their status as employees 
who can return to other agencies when their tasks with ICA are completed. 
The second category of nondirect hire employees are contractor employees. 
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Such contract hire is utilized overseas where capital or construction-type proj- 
ects are required as part of development assistance programs, or where the 
nature of the technical assistance is such that ICA or other U.S. agencies cannot 
furnish the kinds of technical specialties required. In many cases, for example, 
we arrange for the services from a college, university or other institution. ICA 
maintains control of contract hire employment by requiring each of its con- 
tractors to submit, as part of their proposals, a manpower budget detailing the 
numbers, salaries, summary position descriptions, and other data on personnel 
the contractor proposes to utilize to accomplish the contract. 

These data are considered in the negotiation of the contract and agreements 
are reached on the personnel complement the contractor will employ and be 
reimbursed for. In a strict sense, many of the people reported as contractor em- 
ployees on our personnel strength reports are not working for ICA at all, they’re 
working for and on behalf of the cooperating country. In many instances, these 
contracts are made between private contractors or universities and cooperating 
country agencies or institutions, with ICA financing the contract as part of the 
country assistance program. We do of course make some contracts directly, 
where for example prospective contractors are unwilling to be engaged directly 
by a cooperating country government or where the country lacks the competence 
to procure the needed services directly. In some cases ICA makes the contract 
or hires the individual or firm, but such services are rendered basically to the 
foreign government. 

The third category of other than U.S. national direct-hire employees included 
on our personnel strength reports are foreign nationals. As part of our broad 
objective of improving technical know-how in underdeveloped areas, every effort 
is made to utilize technical and professional skills as may be available in the 
local population. For example, in conducting medical programs entailing mass 
treatment or innoculations, available local doctors, nurses, medical technicians, 
etc., may be utilized. It is also our policy to secure certain administrative type 
services as much as possible from local sources rather than sending Americans 
overseas. These services include clerical and typing assistance, bookkeeping, 
drivers, guards, and other custodial and maintenance requirements essential to 
the support of our field installations. This policy both keeps down the number 
of Americans required overseas and also has certain obvious economic ad- 
vantages. 

So as not to disrupt local employment practices in the country, and to insure 
conformity with local practices as to benefits retirement, etc., foreign nationals 
are hired for ICA by the Embassy under local pay scales set by the Embassy. 
Our missions are under orders, however, to keep their employment of foreign 
nationals at the minimum practicable level necessary to accomplish their pro- 
gram operations. Our oversea missions also have a personnel ceiling specifically 
limiting the number of foreign nationals they may employ to assist in these 
admnistrative, clerical and management operatons. Further, the missions are 
required to obtain certain services, such as building maintenance and cleaning 
operations, etc., by contracts with local service firms wherever possible so as not 
to have to employ direct local help. This may not only be cheaper, but may also 
foster local private enterprise to provide such services. 

The other category of foreign nationals for which ICA is required to account 
are those employees under foreign currency trust funds. ICA takes the position, 
however, that these are not our employees. Here is a typical situation. The 
government of country X, a newly independent country to which we are furnish- 
ing technical assistance on a roadbuilding project, needs a number of drivers and 
operators for a road project. Country X is putting up part of the funds from its 
own resources. We are furnishing some engineering assistance, helping the 
country with the planning and direction of the job. But country X has no 
agency such as the U.S. employment service to recruit and train the local drivers 
and other skilled and semiskilled workers needed for the project. They there- 
fore approach our mission with a request that ICA—using Country X’s money 
advanced to the USOM as a trust fund—undertake to obtain and payroll the 
people needed for the project. We therefore end up with additional numbers of 
foreign nationals to be accounted for as employees merely because we act as the 
hiring and paying agent for the cooperating country. 

I wish to make it clear, therefore, that, as the attached charts show, our total 
employment is rising and will probably continue to rise. However, it is not 
rising except as a direct factor of the kind of program we operate in fulfillment 
of national policy expressed in the Mutual Security Act. 
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One final word about employment levels. Chairman Davis’ letter listed as a 
specific topic, what we had done to meet the Budget order of September 8, 1959, 
to effect a 2 percent reduction in employment during fiscal year 1959. 

On October 18, 1958, the Department of State advised the Bureau of the 
Budget in substance that ICA could not make a specific 2-percent reduction based 
on the following factors, and I quote from the Department's letter. 

“In the course of considering estimates of appropriation for technical coopera- 
tion for fiscal year 1959, the Congress, on its own initiative, increased the appro- 
priation requested for technical cooperation by the sum of $8 million in order 
to strengthen the International Cooperation Administration personnel system, 
provide increased opportunities for language training of its staffs and to expand 
the program of foreign participant training. 

“As a consequence of the requirements set by the Congress, the International 
Cooperation Administration has set in motion plans to expand the technical 
cooperation program, which involve also some expansion of employment paid 
from this appropriation. An increase in technical cooperation employment 
necessarily carries with it the need for certain additional administration posi- 
tions to complement and support the activities of the technical cooperation pro- 
gram. 

“Prior to receipt of your letter, the International Cooperation Administration 
had inaugurated a detailed review of all Washington positions and functions 
financed from administrative and technical cooperation funds and has subse- 
quently reduced some activities to achieve economies. In certain areas it was 
found that essential functions were understaffed. 

“TI feel sure that the International Cooperation Administration is aware of the 
necessity to reduce or eliminate marginal or nonessential functions and to keep 
expenditure to the minimum, and will continue to make every effort to insure the 
best and most economical use of its personnel,” 

I will now speak to the third specific point of Chairman Davis’ letter, i.e., 
changes in the grade structure of personnel in our agency, and how we are con- 
trolling it. Kor our oversea foreign service employees, the control of grades is 
part and parcel of the staffing pattern control mentioned earlier. Our continu- 
ing review of mission staffing includes specific review and determination of the 
proper grade of each position approved for each mission overseas. Additionally 
we are taking other steps to make more efficient determinations of position needs 
overseas, both to facilitate reassignment and placement of personnel to better 
respond to cooperating country program requirements, and to facilitate 
recruitment. 

ICA’s worldwide and varied programs require a number of different com- 
pensation systems. The detailed story of each system, their respective legal 
and operating bases and the controls pertinent to each, are covered in a sep- 
arate attachment. However, a few summary statements may be of interest 
here. 

The bulk of the Washington headquarters staff is compensated in accordance 
with the general schedule of the Classification Act of 1949. Positions are allo- 
cated to specific grades in accordance with standards and procedures prescribed 
by the U.S. Civil Service Commission, and are periodically audited by the Com- 
mission. ICA is not allotted general schedule positions in the so-called “super- 
grades,” GS-16, 17, and 18. Over the past 5 years the average grade of ICA’s 
Classification Act employees has varied within the narrow range of GS-7.7 to 
GS-8.8. 

ICA oversea personnel are paid in accordance with the reserve and staff sched- 
ules of the Foreign Service Act of 1946. Professional, technical, and executive 
personnel are appointed as Foreign Service Reserve officers, and the adminis- 
trative support and clerical employees are employed as Foreign Service Staff 
Corps members. Allocation of grades to positions and persons is in accordance 
with the provisions of the Foreign Service Act, and with the regulations of the 
Department of State as adapted to ICA’s special needs. 

Instead of “supergrades,” as was mentioned earlier, ICA is authorized: by the 
Mutual Security Act to compensate not more than 60 of the mutual security 
program headquarters staff without regard to the procedures of the Classification 
Act. This special authority has been granted by the Congress to permit the 
recruitment of high-caliber talent necessary for the complex mutual security 
program. Thirty-five of the sixty positions may by law be compensated at rates 
generally equivalent to the “supergrades,” but not more than 15 of these may 
be in the range above $17,500 to $19,000. ICA and its predecessor agencies, have 
always utilized a standard system of allocating these positions on the basis of 
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scope, responsibility, complexity of duties and qualifications required—factors 
identical with those used by the Civil Service Commission. The plan has been 
reviewed with the Commission and the Bureau of the Budget on several 
occasions. 

The information provided in the more detailed statement on these positions 
clearly reveals the results of ICA’s continuous control and supervision activities. 
For instance employees paid salaries in grades GS-13 through 15 totaled 412 
at the end of fiscal year 1954 and 486 as of May 31, 1959—a net increase of only 
24 during 5 years of steady program expansion. In fact, the present total in 
these 3 grades, 436 is slightly lower than the total at the end of 3 fiscal years 
during the period. 

ICA’s use of the excepted salary authorities in the Mutual Security Act, that 
is those positions permitted to be compensated above the GS-15 level, has sim- 
ilarly been kept under control. At the end of fiscal year 1954, partially because 
of certain special limitations, only 28 of the 35 positions authorized were then 
in use. As of June 30, 1959, 33 of these positions were filled. In 2 of the past 
5 years, the full quota of 35 excepted salary positions was used. 

There has been some increase in the number of higher graded foreign service 
employees during the past 5 years in our oversea staff—the employees engaged 
primarily in technical assistance activities. There are a number of essential 
reasons for this increase. The expansion of U.S. economic and technical as- 
sistance into a number of newly created independent countries in the past few 
years has required opening new missions and the assignment of initial cadres 
consisting usually of a senior mission director or chief representative and a 
group of top level experts and planners who naturally are in the higher pay 
levels. As these new countries’ programs are developed, a steadily increasing 
number of technicians has to be brought into the agency’s program. The in- 
crease in numbers of our higher paid Foreign Service employees, for the most 
part therefore, reflects the increase in our oversea program-funded technical 
specialists. Since we are competing with all other demands in the U.S. economy 
for technical expertise, and since the nature of our programs requires highly 
specialized skills, the majority of the specialists we obtain for our oversea serv- 
ice command higher than average pay. 

The last two topics in your letter, Mr. Chairman, i.e., analysis of our training 
programs, and our use of contractors to perform functions normally performed 
within our agency are topics upon which I know the committee is especially 
concerned. I have, therefore, separate detailed statements to submit for your 
review. I would, however, like to summarize them briefly. 

First, our training program. About 3 years ago, ICA began a fundamental 
reorientation of its oversea personnel system to better meet the longer range, as 
well as immediate, needs of the program. One major part of this reorientation 
involved the establishment of a career-type staff development program. This 
program has proceeded along several lines. 

Since technical cooperation is achieved mainly through people, our require- 
ments are primarily for technical specialists having sufficient experience and 
maturity in their fields of activity to act as advisers to newly developing coun- 
tries. Most of the people we hire for technical jobs overseas come at their own 
mid-career stage. But few of them have had actual oversea experience. There 
is little experience in the United States in building a continuing oversea staff of 
such technicians covering so many fields of activity ranging from health edu- 
cators, to economists, engineers, tax experts, and so on. 

Therefore, our training program is set up to do the following things: 

1. Prepare the new employee, and insofar as possible his family, for 
adjustment to living and working efficiently in a foreign environment, 
amidst sometimes shockingly different cultural patterns, and all too fre- 
quently in underdeveloped physical circumstances which, if they ever existed 
in the Tnited States, disappeared 50 to 100 years ago. 

2. Teach the new employee how to adjust the use of his basic technical 
skills from his role as a “doer” in the highly developed American economy 
to his new function as an adviser, a demonstrator, a teacher, and a “stimu- 
lator” in less fortunate economies, with maximum emphasis upon tactful, 
cooperative persuasion in the truly mutual sense. 

8. Provide at least a foundation for breaking the language barrier. The 
United States has only recently realized the significance of our serious na- 
tional lack of foreign language proficiency. The executive branch and a 
number of congressional committees are now coming to grips with the 
problem, just as is ICA. 
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4. Train present and new employees in more efficient application of their 
technical skills, and also in those supplemental skills and techniques which 
are not readily available in the U.S. economy. Economic programing for 
underdeveloped areas is a new field for Americans in the current generation. 
Program planners and reviewers, who are essential to the project develop- 
ment process, cannot be recruited. They must be trained in the application 
of certain basic knowledge and to the prescribed processes and techniques. 

5. In the interest of both the employees and the U.S. Government, assure 
a refresher training and skills development program which will attract and 
retain a high-quality staff of professional and technical experts. Working 
thousands of miles away from the United States, and without the constant 
contact with and stimulation of the American technological environment, 
is always viewed as an occupational hazard. Periodic opportunities to 
update their skills by refresher courses, or brief periods of actual on-the-job 
experience in the United States, are essential for maintenance of profes- 
sional skill. Similarly, assurance of reasonable advancement in occupational 
responsibility, which often requires developmental training, is now as im- 
portant in most professional fields as is basic compensation. Further, the 
essentiality of the maintenance of objective judgment based on U.S. foreign 
policy interests places a real premium on the need for in-service refresher 
and work-training programs in the United States. ! 

6. Finally, in order to improve our capability to meet the ,ncreasingly 
recognized long-range needs in the technical cooperation area, it is impera- 
tive that the United States do something to attract and train younger 
specialists for eventual oversea duty. A preservice training program of 
moderate proportion, geared to reasonable projections of U.S. needs, must 
be devised for that portion of the cream of our younger experts who are 
increasingly anxious to apply their newly acquired skills to worldwide 
needs. 

To meet these diversified, and in some instances exceedingly difficult, objec- 
tives, ICA began in 1958 to build a new career development program. Its 
needs were thoroughly discussed with congressional committees and other au- 
thorities. In the fiscal year 1959 mutual security legislation, specific encourage- 
ment was offered ICA in the form of several additional million dollars to be 
used primarily—and I quote from the House Foreign Affairs Committee report 
at the time—‘primarily for personnel improvement * * * with particular ref- 
erence to training including language instruction.” While full details of our 
stewardship in carrying out this congressional intent is contained in an accom- 
panying special report, the following data is briefly furnished: 

Within the past year ICA has been able to plan preservice, refresher, or 
developmental training programs for 251 employees. This compares with only 
a small handful in previous years. The story of ICA’s new language training 
program is best told in a study prepared by the Legislative Reference Service 
of the Library of Congress for the House Foreign Affairs Committee, which has 
just been published as a committee print. It shows growth in numbers of 
employees being given intensive language training from only 5 in fiscal year 
1957, and 16 in fiscal year 1958, to 120 through February 1959. We can now 
supplement that report through June 1959 by a new total of 182 for the full 
fiscal year. In addition, part-time language study at oversea posts reached a 
new high toward the end of fiscal year 1959, with 1,046 employees participating— 
an increase of more than 35 percent over comparable periods in previous years. 

Lest we seem to be overstating our case, let me acknowledge that mere num- 
bers in language training is not the whole story. We are still quite concerned 
about such problems as the validity of our estimates of language needs, the 
efficiency of language training methods, the techniques of language proficiency 
testing, the relative proportions to be established between the number of 
employees in intensive language training as against vacant oversea positions, 
ete. ICA is working hard on these and other related problems, and will certainly 
have more experience and, hopefully, more information by the time it covers 
the subject for the Congress again next year. 

One other aspect of our training program merits at least summary discussion 
here, because of what we already know to be specific subcommittee interest. 
That is the matter of the facilities utilized for the conduct of our raining pro- 
grams, and particularly the fact that certain portions of them are through 
contract with commercial or nongovernmental entities. 
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Let me explain first that ICA, too, recognizes fully that employee training 
is historically a function of Governmnet agencies. On the other hand, ICA’s 
changing programs, and equally historical limitations on expenditures of admin- 
istrative funds, had never previously permitted the development of extensive 
internal training facilities. Thus, in order to achieve the newly recognized goals 
within reasonable time, and with reasonable results in terms of quality, ICA 
considered itself compelled to explore all resources, its own, other Federal 
agencies, State and local governments, universities, nonprofit organizations, and 
even commercial enterprises. 

For instance, in providing up-dated refresher training for public health officers 
who were due rotation from prolonged service overseas, one of our early plans 
was to farm some of them out to the public health services in several States, and 
one each was assigned to special courses at the public health schools conducted 
by the colleges of medicine at Duke University and at Harvard. 

During fiscal year 1959, we have been fortunate in being able to get univer- 
sities, State and local governments, foundations, and other outstide agencies 
to undertake the refresher training of about 100 specialists returned from over- 
seas. We should note particularly that in each case we were obtaining—some- 
times free, sometimes just for normal tuition fees—the total academic, research, 
library, and other institutional facilities of some of the best subject-matter 
teachers in the United States. ICA could never equal this background for all 
of our highly specialized occupational fields. 

Finally, you will find described in considerable detail in the attached material, 
the contracts ICA has executed with the School of Advanced International Stu- 
dies of Johns Hopkins University, for training of up to 50 employees each year 
in economic development programing; with the African research and studies 
program of Boston University for specialized training in sub-Saharan subjects 
of up to 80 employees over a 3-year period; and with the International Associa- 
tion of Chiefs of Police, with headquarters in Washington, D.C., for a special 
2-week orientation course of instruction for not to exceed 40 ICA’s public safety 
specialists each year, and assistance in arrangements for longer programs of 
professional and technical training for not to exceed 30 additional public safety 
technicians each year. 

Each of these contracts involved a wide range of different features, based 
on the details of the individual problem. We will be happy to go into these 
details, or into the generalized principles involved, at the pleasure of the 
subcommittee. 
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International Cooperation Administration contracts for administrative type 
services, fiscal year 1959 


CONTRACTS NEGOTIATED BY OFFICE OF ADMINISTRATIVE SERVICES 


Number Contractor 


| 
1958 


ICA-58-6 Retail Credit Co..............} @) 


ICA-58-16 Federal Lighograph 
IC U.S. Department of Agricul- 
ture. 


IC A-59-2 McGregor & Warner, 


ICA-59-3 


Servi 
SACRO. jDarcel Graphic Art Services- - 


ICA-50-5. Walter Conway & Associates-.} (!) 
| 


Cooper Trent 

District Photo 
---\\Judd and Detweiler 

Sanz School of Languages 


Service Bureau Corp 


IC A- 59-13. U.S. Civil Service Commis- | 


| | Fiscal year 


1959/1960 


Type service 


Billings 


Investigating and report- 
ing 2 
Photo-offset printing 
Correspondence courses— 
Administration su- 
pervision 2 
Duplicating and copy prep- 
} aration services. 
Offset duplicating and as- 
sembling monthly report. 
Cold type composition copy 
preparation, 
Photographie reproduction_. 
{ Printing telephone book_.__- 
| Letter press printing 
Language training for per- 
sonne! going overseas.? 
Tabulating services in pre- 
paring reports. This con- 
tract was terminated Dec. 
3, 1958 and work now per- 


sion, 
ICA-M! Lester B. Knight Associates--- 
ADSER-1. 


formed by person- 
nel.2 


Improvement of services 


A survey study of project 
implementation order pro- 
cedures in ICA/W and 
recommendations for im- 


provement.? 


$38, 960 


199, 000 
3, 129 


20, 516 
66, 920 
15, 055 
10, 609 

156 


38, 313 
28, 712 


11, 498 


SPECIAL CONTRACTS NEGOTIATED BY OFFICE OF CONTRACT RELATIONS FOR 
TRAINING PURPOSES 


Number Contractor 
1958 


ICA-W-544 Internationa! Association of 
Chiefs of Police. 
ICA-W-620 Johns Hopkins University - 
ICAc-1174 Boston University 


Fiscal year 


| 
1959) 1960 


Type service 


obligate 


Training, public safety spe- 
cialists.? 

Training, program officers 2_ 

Training, Africa studies 2_.__ 


$101, 350 


341, 648 
425, 000 


1 Contract with same contractor. 
2 Negotiated contracts. 
’ Contract now on bid. 


| 
| 
— 
| 
| 
| 
ICA-59-6- (1) | 
| 
| 1, 324 
| | | 
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MUTUAL SECURITY 


MANPOWER UTILIZATION IN THE FEDERAL GOVERNMENT 


Total employment United States and foreign nationals by primary U.S. agencies 
participating in MSP 
Dec. 31, | Estimated 
1958 June 30, 
1959 
eee al Cooperation Administration: 
.S. nationals paid won from MSP funds: 
Washington _ wil 1, 962 2, 233 
U.S. nationals employed by contractors paid from MSP 2,060 2, 552 
Foreign nationals paid direculy or indirectly from MSP funds_-_-- 5, 263 5, 370 
Foreign nationals paid from trust funds. 2, 083 2,110 
Total International Cooperation Administration__.............-.__.-- 14, 790 15, 924 
Personnel of other Federal agencies participating in ICA activities: ae Te 
Personnel paid directly or indirectly from ICA funds 1,07 1, 092 
Total personnel participating in ICA activities__- age 15, 860 met 016 
Development Loan Fund: 
Total personnel paid directly or indirectly from MSP funds. --- 60 
ICA employees being reimbursed by DLF included in ICA figures = (28) (36) 
U.S. nationals paid directly or indirectly from MSP funds: 
Dep: irtmental 424 427 
Foreign Service overseas__- 678 678 
Foreign nationals paid directly or indirectly from MSP funds_.__-...-_.___-- 2, 211 2, 186 
Total personnel paid directly or indirectly from MSP funds_-__-.-...-.._.__- 13,313 13, 291 
Department of Defense: 
U.S. nationals paid directly or indirectly from MAP funds: 
11, 935 12, 605 
U.S. nationals employ ed by ‘contractors paid from MAP funds. Roe 4, 278 4, 315 
Foreign nationals paid directly or indirectly from MAP funds_-__-_..-_-- 2, 244 2, 423 
Total personnel paid directly or indirectly from MAP funds__________- 18, 457 19, 343 
Military personne! participating directly or indirectly in MAP activities, 
whose pay and statutory allowance are paid from Military Department 
Total funded 26, 793 28, 129 
Recapitulation: 
Number of personnel paid directly or indirectly from MSP funds______------ 35, 607 37, 603 
Number of personnel participating in MSP whose waitin is financed from 
Total personnel participating directly on MSP activities. _....._.._____- 46, 026 48, 499 


1 Includes as who provide administrative support to DOD and ICA for which State Department 


is reimbursed. 
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Mr. Davis. What is the total present employment of ICA ? 

Mr. FrrzGeraxp. I can break it down to Washington and worldwide. 
We have, as of May 31, a total worldwide personnel strength of 11,476 
broken down into two categories of administrative, 3,754 people, and 
7,722 program people. 

Mr. Davis. I see here you have already furnished the information 
with regard to Washington, which is 1,903. 

Mr. FrrzGeratp. That is correct, sir. 

Mr. Davis. And the remainder is 11,476, which makes up the total 
worldwide employment. 

Mr. FirzGrratp. That is correct. That is broken down into U.S. 
nationals, which has a total of 6,120, and foreign nationals, which 
has a total of 5,356. 

Mr. Davis. What kind of work do these foreign nationals perform ? 

Mr. FirzGerrap. Services such as we were talking about: Property 
protection, motor pool operation, clerical, typing, bookkeeping, ac- 
counting; that kind of administrative support. Sometimes we have 
foreign technicians, but generally speaking the majority of our for- 
eign nationals constitute the body of these services which I have 
enumerated. 

Mr. Davis. Do we have American employees performing the same 
kind of services as these foreign nationals also? 

Mr. FirzGrravp. In some places we do where the foreign nationals 
are not available. 

Mr. Davis. But you try to give that kind of work to the foreign 
nationals? 

Mr. FirzGeraup. That is correct. 

Mr. Davis. Do you bring the foreign nationals over to this country 
for training ? 

Mr. FirzGeraxp. No, sir; we do not. 

Mr. Davis. You send people over there to train them ? 

Mr. FirzGeraup. They are trained in service. 

Mr. Jouansen. What is this category of chauffeurs? 

Mr. FrrzGeravp. Chauffeurs for trucks and transportation vehicles. 

Mr. Jouansen. Not for passengers ? 

Mr. FrrzGeraup. Very few for passengers. Very few. 

Mr. Davis. Do you rotate the American employees back at regular 
intervals? 
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Mr. FrrzGurap. Yes, sir, we do. 

Mr. Davis. Would you explain that to us? 

Mr. FirzGerautp. We have a normal 2-year tour of duty. After 
a period of 2 years we bring them back to the United States for home 
leave and consultation and, if it is indicated, for refresher training. 
Then, we try to send these individuals back for another 2-year tour. 

Mr. Davis. How long do they stay here? 

Mr. FirzGrratp. They generally stay about 2 months, 214 months. 

Mr. “ain Can they bring their families with them when they 
return 

- i FrrzGrratp. Yes, sir. They are entitled to bring their families 
ack. 

Mr. Gross. Would the chairman yield at this point ? 

Mr. Davis. Yes. 

Mr. Gross. According to ICA, truckdrivers are called chauffeurs; 
is that right? 

Mr. FirzGrratp. Chauffeurs is the general category, sir. 

Mr. Gross. I drove a truck in World War I, and I was called a 
truckdriver; I was not a chauffeur. 

Mr. FrrzGrratp. Times have changed. 

Mr. Gross. Yes, they have. 

Mr. Atrorp. What is the personnel policy regarding the selection 
of individuals for assignments in the various countries ¢ 

Mr. FirzGrravp. As I stated to the chairman earlier, when the 
country program is established, there is agreement upon what is 
needed to strengthen the country, i.e., what segment of its economy 
needs strengthening. Then we Saeiion projects under that. partic- 
ular program. 

Mr. Atrorp. If you don’t mind, would you give me an example of 
a project ? 

Mr. FrrzGrrarp. Let’s use as an example an agricultural project. 
Under the agricultural program they may need agricultural extension 
people; they may need water resources people. 

Mr. Aurorp. Are those individuals taken from our Department of 
Agriculture as consultants and transferred to ICA ? 

Mr. FrrzGrravp. They can be taken from the Department of Agri- 
culture or the agricultural experiment stations or the land-grant col- 
leges. We look to the Department of Agriculture for personnel for 
agricultural work. 

Mr. Atrorp. What other types of projects do you have? 

Mr. FrrzGeravp. Under agriculture ? 

Mr. Atrorp. I mean other than that. For instance, you have an 
agricultural project; so, you have personnel that would fit into that. 

Mr. FrrzGeraxp. Yes, sir. 

Mr. Atrorp. That would be comparable to an experiment station 
run by the university, let us say. 

Mr. FirzGreratp. Or maybe we will have a contract with a land- 

rant college for agronomists and other particular specialists, and so 
orth. 
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Mr. Atrorp. You mentioned water resources. Do you develop 
rivers and inland waterways? 

Mr. FirzGrratp. Dams, irrigation, flood prevention, flood control— 
these are the problems, as well as well drilling, agronomy, and the 
kind of work which Mr. Corbett mentioned is being carried out in 


Vietnam. 

Mr. JoHANSEN. How about in the field of education—the construc- 
tion of school buildings—is that sort of activity carried on? 

Mr. FirzGeratp. We do not finance the construction of school build- 
ings, sir. We do have contracts with universities and colleges to send 
out teams to set up elementary, primary, secondary, and specialized 
education. Under the universities’ contracts, their teachers are train- 
ing teachers in the universities, setting up curricula, etc. 

Mr. Davis. Do you furnish funds for the construction of university 
facilities ? 

Mr. FrrzGeraxp. It has not been a policy to furnish ICA funds. 

Mr. Davis. I notice in the news stories pth Burma that a part of 
the $30 million over the 4-year period was for the construction of 
dormitory and auditorium facilities for the University of Rangoon, I 
believe; is that correct 4 

Mr. FrrzGeraxp. I believe that is; yes, sir. But the general policy 
over the years has not been to use ICA for the construction of facilities. 

(The following was supplied for the record :) 


SuBJECT: CONSTRUCTION OF UNIVERSITIES 


ICA’s present policy regarding construction of schools and universities is con- 
tained in our manual order 2520.1 as follows: 

“The ICA education program should be directed toward the training of those 
who will teach others, rather than engaging directly in the enormous task of 
educating the local population, no matter how urgent that need may seem. Dem- 
onstration schools may sometimes be justified as pilot projects, but only where 
they are essential to stimulate the local development of educational facilities or 
new techniques. The use of ICA technical cooperation funds for construction of 
buildings should be avoided wherever possible. It can be justified only as models 
or for demonstration of proper school facilities or when necessary to house a 
training program. Build only those buildings which will in effect ‘build others.’ 
Where construction of buildings is justified, use should be made of local currency 
funds (Public Law 480, ete.) and defense support funds wherever possible, in 
preference to technical cooperation funds.” 

On September 12, 1958, ICA policy directive 14 was issued as follows: 

“This directive is in furtherance of ICA’s policy of increasing the emphasis on 
education and training in ICA programs, 

“Beonomic development in the underdeveloped countries requires major im- 
provements in human skills and knowledge. In order to achieve this, it is the 
policy of ICA to help less developed countries improve and expand their educa- 
tional systems. These systems include basic elementary, secondary college level, 
and vocational institutions. 

“To assist in such expansion, it is the policy of ICA to seek the use of all avail- 
able assets, which would include local currency—as well as dollar—resources, 
multilateral institutions, and third country resources, institutions, and aid pro- 
grams. Where necessary, this may include ICA assistance in constructing educa- 
tion facilities. In this connection, the former policy prohibiting ICA participa- 
tion in the financing of the construction of school buildings and other necessary 
educational facilities is hereby revoked.” 
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ICA continues to stress and to insist that a very clear distinction be made be- 
tween the use of technical cooperation funds and special assistance funds and 
local currencies. We still adhere to the original policy directive in the use of 
technical cooperation funds. On the other hand, since economic development 
hinges upon the development of a country’s human resources, we believe that the 
investment of special assistance funds or local currencies in the provision of 
adequate school building facilities can be justified on nearly the same basis as 
investment in transportation, power, irrigation, etc. 

Mr. Davis. But there are exceptions to it. 

Mr. JoHANSEN. Will the chairman yield? 

Mr. Davis. Certainly. 

Mr. Jonansen. I recall with what glee my very esteemed and re- 
spected friend, the gentleman from West Virginia, Mr. Bailey, told 
me one day—and he kept the promise—that they were going to bring 
to the floor of the House pictures of schools that had been built under 
foreign aid programs with which to bludgeon some of us over the 
head who oppose Federal construction of schools in this country, 
saying— 
we are doing it all over the world and we won’t do it for our own children. 


Mr. Atrorp. Will the gentleman yield? 

Mr. Jonansen. I will be glad to. 

Mr. Aurorp. I think your remarks are germane. In my section 
of the country we have been pleading with the Appropriations Com- 
mittee for $4 million for the control of inland waterways. 

I would like to ask also of Mr. FitzGerald does ICA construct hos- 
pitals in these countries ? 

Mr. FirzGeratp. We have not up until recently. We are consid- 
ering, under Public Law 480, utilizing local currency funds for this 
purpose. If I remember, Mr. Zablocki has proposed an amendment 
in this Congress to Public Law 480 to do just that. 

Mr. Gross. Will the gentleman yield ? 

Mr. Avrorp. I yield. 

Mr. Gross. Within a few minutes we will be confronted with a 
conference report on mutual security. Inserted in the conference re- 
port is the start of a hospital building program, isn’t there? 

Mr. FrrzGrravp. I do not know what the status of Mr. Zablocki’s 
amendment is. 

Mr. Gross. If that conference report is adopted, will ICA have 
the overriding authority on this hospital construction program in 
foreign countries, or do you know? 

Mr. FrrzGeravp. The funds under Public Law 480, sir, are pro- 
vided, as you know, by the sale of surplus agricultural commodities. 

Mr. Gross. I am well aware of that. 

Mr. FrrzGreraup. As these local currencies are generated, there are 
a number of uses now permitted to be made of them. This use for 
building of hospitals, if Mr. Zablocki’s amendment is passed, will be 
carried out. 

Mr. Gross. Under your jurisdiction ? 

Mr. FrrzGrravp. We do the planning. 


£ 
> 
¢ 


he 


MANPOWER UTILIZATION IN THE FEDERAL GOVERNMENT 83 


Mr. Gross. Under the jurisdiction of your organization ¢ 

Mr. FrrzGeratp. Yes, sir. ICA would do the planning. 

Mr. Gross. This embarks upon a worldwide hospital program ? 
Mr. FrrzGeravp. It makes it possible. 

(ICA information follows:) 


SUBJECT: CONSTRUCTION OF HOSPITALS 


It has not been the practice for ICA to construct hospitals overseas ex- 
clusively at the expense of the United States. ICA or its predecessor agencies 
have participated in the establishment, construction, or remodeling of many 
hospitals in Latin American, Africa, the Near East, and Asia. All such hospitals 
have been joint projects with another government. In each case the other 
government has paid a share of the costs. These hospitals have been financed 
in one or more of several different ways: 

(a) Loans—a loan was made to the Government of Costa Rica to defray a 
portion of the costs of the construction of a children’s hospital in San Jose. 
The funds came from special assistance appropriated in fiscal year 1956 
(Smathers amendment). 

(b) Joint funds—wide use has been made of this device especially in Latin 
America where hospitals have been constructed with such joint funds to which 
contributions are made by both the United States and the cooperating govern- 
ment. Currently the contributions made by the cooperating governments are 
considerably greater than those of the United States. 

(c) Financed in whole or in large part by the cooperating country but with 
U.S. assistance in one or more phases of construction. This U.S. assistance 
may be financial, technical, or both. For instance, the 1,000-bed hospital Frank- 
lin D. Roosevelt was constructed in Guatemala City by the United States- 
Guatemala Joint Health Service, using 75 percent Guatemalan funds. U.S. 
technicians drew the plans and provided necessary architectural, engineering, 
and construction supervision. 

(d) Financed entirely by local sources and with local responsibility for con- 
struction. U.S. participation limited to the preparation of architectural and 
engineering plans. An example of this is a proposed teaching hospital now 
being planned for Saigon, Vietnam. 

(e) U.S. technical review of plans prepared by cooperating country architects 
or engineers, followed by local or joint funding of construction. 

For the last few years ICA has made a conscious effort to place emphasis in 
the development of hospital projects on hospitals that will be used for medical 
teaching purposes. By far the greater part of recent hospital-related projects 
involve such teaching centers. 

As of this date no hospital construction has been authorized utilizing local 
currencies generated through the operation of Public Law 480. 


Mr. Gross. It starts with $2 million, $3 million, $4 million, $5 mil- 
lion; I do not remember how much. There can be no qualification 
of it. 

I notice you have 66 employees in Morocco, right ¢ 

Mr. FrrzGerravp. Right. 

Mr. Gross. Are those American nationals or American and foreign 
nationals ¢ 

Mr. FrrzGeraup. That is the total figure, sir. We have 31 U.S. 
nationals; and we have 35 locals. 

Mr. Gross. My question is this: Are your American nationals sub- 
ject to the tax that the Moroccan Government levied, 35 to 40 percent, 
upon all transactions involving Americans in Morocco, the tax being 
initiated on July 1, of this year. Do you know anything about that ¢ 

Mr. FrrzGeravp. No, I do not know whether that is going to affect 
U.S. personnel. 
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Mr. Gross. There is no question it is going to affect U.S. service 
personnel in Moroceo. And we have a number of them because some 
of our biggest air bases are in Morocco. But I am asking you whether 
you know whether your people are going to be affected by this tax 
gouging of Americans in Morocco. 

r. FirzGeraup. At the present time, Mr. Gross, I do not know. 

Mr. Gross. You do not know that there are 50 to 75 cars on the 
docks over in Morocco being held up because they cannot work out an 
agreement as to the tax on those automobiles? 

Mr. FrrzGerraup. I know we are having problems; yes, sir. 

Mr. Gross. The Moroccan Government wants to force the United 
States out of Morocco, doesn’t it ? 

Mr. Chairman, I would like to ask the gentleman to submit for 
this record the situation with respect to ICA employees in Morocco, 
whether they are subject to this tax or not, whether it applies to 
them as well as to servicemen. 

Mr. Davis. Submit that for the record. 

(The information is as follows :) 


Sussect: Errect oF Morocco IMport Tax 


One of the principal sources of friction and discontent on the part of Moroc- 
cans toward U.S. bases in Morocco has been imports by U.S. military personnel 
of large amounts of nonmilitary commodities which are not subject to taxes or 
duties. These commodities include private automobiles, gasoline, PX items, 
household furnishings and appliances, and other goods. 

It is the position of the Moroccan Government that this source of badly 
needed revenue is escaping them, and that many of these items are smuggled 
off the bases and into the local economy. 

This problem was debated in the Moroccan Consultative Assembly in April, 
and there were continuing indications in May and June that this matter was 
becoming more pressing. 

During the last week of June, the Moroccan Government informed the United 
States that a new set of procedures would shortly be instituted which would 
minimize the possibility of leakage of goods into the local economy, and which 
would allow for future charges of customs taxes. Such taxes would be normally 
refunded on reexported merchandise. 

During the first 2 weeks of July, some shipments, including private cars of 
military personnel, were detained. Strong representations by the Embassy at 
the highest diplomatic level have resulted in the establishment of a joint United 
States-Moroccan Commission to study possible solutions to this question. Mean- 
while, imports have been regularized. 

To date, the problem has concerned only U.S. military personnel. State De- 
partment and ICA personnel are covered by diplomatic practice which has not 
been questioned. 


Mr. Jonansen. Mr. Chairman, before we leave this matter of the 
apparent launching of a new type hospital program under ICA, if 
the information is correct that we are to start on that venture, will 
that involve the addition of personnel in ICA to handle that type of 
activity ? 

Mr. FrrzGeratp. Under Public Law 480 we have been planning 
the use of these funds, and if the funds increase it is possible that we 
may have more people. 

Mr. Jowansen. If a new type of program calling for a different 
type of specialist is authorized, is it not obvious that we will have to 
have an increase in personnel ? 
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Mr. FrrzGrrap. This is on our program personnel. 

Mr. Atrorp. Will the gentleman yield ? 

Mr. JoHansen. Surely. 

Mr. Atrorp. Do I understand that the ICA is planning to establish 
hospitals or have they already established hospitals? 

r. FrrzGrraup. No, sir, we have not. As I mentioned and as I 
understand it, the Zablocki amendment, if adopted by the Congress, 
would provide the possibility of funds for the construction of hospi- 
tals. As you know, there are a number of claimants to Public Law 
480 local currency which is generated overseas. And the Zablocki 
amendment would be another type of claim for those funds. 

Mr. Atrorp. If I may return to my original question. I think it 
would be pertinent to the record for you to describe for us how per- 
sonnel are selected for these projects. How do you determine how 
many technicians and drivers and so on are necessary? Who deter- 
mines that ? 

Mr. FirzGrratp. We have a statement, sir, on that which will give 
youevery detail, every step which we take. 

Mr. Davis. Is that a part of your statement ? 

Mr. FrrzGrraup. Yes, sir. That is part of it. If there is any 
additional information you want, we will be very happy to furnish it. 

Mr. Davis. Mr. FitzGerald, I want to ask you about how many posi- 
tions of grades 13, 14, and 15 you have. 

Mr. FirzGeratp. We made that report for the Appropriations 
Committee. We have a record of the grades GS-13 through GS-15 
for the last 6 years. 

Mr. Davis. Give it to us for the years 1957, 1958, and 1959. 

Mr. FirzGrraup. You already have this, but I will be very happy to 
give it for the record if you wish. 

Mr. Davis. Did you furnish that ? 

Mr. Rosentuat. It is the last page of the attachment. 

Mr. FirzGeravp. It is table III. For fiscal 1954 through 1959. 

In 1957, as you will notice, we had 195 GS-13’s; in 1958 we had 184; 
in 1959, 194. 

Mr. Davis. Yes; I see. There appears to be a relatively small in- 
crease in your 15’s and some reduction in the 14’s. 

Mr. FrrzGrratp. That is correct, sir. If you will compare these 
with other departments of the Government, you will find our GS-13 
through GS-15 increases were considerably less than some of the other 
departments. 

Mr. Davis. Do you have any agency program of procedures under 
which you attempt to control these grade changes? 

Mr. FrrzGeravtp. Yes, sir. Mr. Biren, who is head of our Office of 
Management Planning, is in charge of our staffing pattern. 

Mr. Brren. The Washington positions, which are the ones you are 
talking about here, GS-13, GS-14, and GS-15, are classified positions 
and, therefore, are subject to the Classification Act. We are audited 
by the Civil Service Commission in whatever classifications are placed 
on these jobs. So, we are in exactly the same position as all other Gov- 
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ernment agencies so far as the overview that the Civil Service Com- 
mission has of this program. 

Mr. Davis. What do you do in the agency to hold down these changes 
to the lowest possible minimum ? 

Mr. Biren. It starts with the organization of a particular office. 
We are very careful to see that we do not build up large overheads 
or positions that would appear to be more significant than they really 
are. 

Mr. Davis. Do you have a program under which you watch that 
all the time ? 

Mr. Biren. Oh, yes. 

Mr. Davis. And keep up with it? 

Mr. Biren. We have an office which works on a sort of budget 
examiner concept, which means that each major organizational seg- 
ment has one or more persons who are reviewing its organization 
and staffing at all times during the year. It is not a periodic or a 
once-in-a-while proposition, but every job is reviewed during the year 
and every organizational change is watched very carefully. 

Mr. Davis. How many of those major organizational segments 
which you referred to do you have? 

Mr. Biren. Our major organizational unit is called an office. It 
is just the way we are organized. And there are some 20-odd organi- 
zational units that have a separate life, that is, are big enough and 
are significant enough to merit this sort of attention. 

Mr. Davis. In each one of those you have an officer whose duty it 
is to keep his eye on this all the time? 

Mr. Breen. We have a central office which does that. We do not 
allow the people to audit their own books. We have a central office 
which watches them. We do not have 20 or 30 people to do this. In 
other words, one individual has to handle several offices because we 
have only a relatively small staff doing it. And this applies not only 
to Washington but to the field positions as well, even though they are 
under a different classification system. The levels of those positions 
are watched just as carefully as are the Washington positions, 

Mr. Davis. Who supervises them to see that that attention is act- 
ually given to it? 


+4 


4 


MANPOWER UTILIZATION IN THE FEDERAL GOVERNMENT 87 


Mr. Biren. In the field we are dealing with missions that are on an 
average of 6,000 or 8,000 miles away; so, you don’t have exactly the 
same sort of daily review, you cannot look at the jobs as simply, but we 
have a mission director who has the executive responsibility for see- 
ing that this is done under our regulations. He is responsible for 
seeing to this. 

Mr. Davis. Is he responsible for all of your activities in all of these 
foreign countries? 

Mr. Biren. In a foreign country, yes. A mission director to each 
country. 

Mr. Davis. One for each country ? 

Mr. Brren. That is right. He is the executive. We also have in- 
ternal audit programs and an evaluation program which evaluate the 
programs activity in the country. So, we do review the field 
activities. 

Mr. Davis. When did the Civil Service Commission last audit your 

ositions ? 

: Mr. Biren. I think it was this spring, but Mr. Hinderer would 
know. 

Mr. Hrnperer. I think it was around December and January. I 
think they finished around the end of January. 

Mr. Davis. What significant results, if any, accrued from that? 

Mr. Hrnpverer. The Civil Service Commission approved the system 
we had. I think there were maybe two or three exceptions they took 
to our classification system throughout the entire organization. 

Mr. Davis. It has come to my attention that in the appropriation 
hearings you asked for an additional 96 positions in grades 13, 14, 
and 15. Why were those additional positions requested ? 

Mr. FrrzGeratp. We do not have the breakdown of those 96 posi- 
tions here, Mr. Chairman, but we will get them for you. 

Mr. Davis. Let us have that as soon as you can. 

(The information follows:) 


ADDITIONAL POSITIONS IN GRADES GS-13, 14, aNp 15 


The following table is submitted to answer Chairman Davis’ question con- 
cerning “an additional 96 positions in grades 13, 14, and 15.” 
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Summary analysis of table-—The figure of 96 represents neither an actual 
nor a planned employment increase. The figure was derived by comparing 
the 436 of column (b), an actual employment figure as of May 31, 1959, with 
the 1,532 of column (e), a future year budget request figure for fiscal year 1960. 
Such a comparison is specious, because actual employment rarely coincides 
with, and is, therefore, not comparable with, position levels planned by the 
agency. The 436 in column (b) represents, in fact, 507 positions planned to 
be filled at some time during fiscal year 1959—-71 of which, for one reason or 
another, were not filled on May 31, 1959. 


A more appropriate comparison, therefore, would be an analysis of the in- 
crease of fiscal year 1960 planned positions, column (e) over the number of 
fiscal year 1959 planned positions, column (d). The additional positions for 
the 3 grades is then seen to be only 25. This comparison is additionally valid 
by recognizing the fact that even among the 532 positions requested for fiscal 


year 1960, there may be at any one time, a vacancy rate comparable to the 71 
reported as of May 31, 1959. 


Of the additional 25 requested positions, column (f) shows that 24 are 
proposed for program personnel while only one position is proposed for ad- 
ministrative operations. It is also noted that this proposed increase of 25 
positions is a net figure which demonstrates ICA’s continued effort to improve 
its organization and employee utilization, since it represents the proposed 
creation of 37 new positions and the elimination of 12 existing positions. The 
details of this internal management adjustment by office, position, and grade 
are presented in columns (g) and (h) of the table. 

Mr. Jonansen. If the chairman will yield, over in Iraq where you 
have personnel on a standby basis, how many do you have, if any, 
of the supergrades or the top three classified grades ? 

Mr. FrrzGrravp. There are no classified grade positions in Iraq, 
Mr. Johansen. There are Foreign Service Reserve officers and For- 
eign Service Staff officers. I believe the decision was made in 1957 
that no people going overseas would have general service classification 
but would receive a Foreign Service Reserve or Foreign Service Staff 
classification. 

Mr. JoHanseN. How many do you have of the highest level ? 

Mr. FrrzGeraxp. In Iraq? 

Mr. JOHANSEN. Yes. 

Mr. FrrzGeravp. We do not have our staffing pattern. 

Mr. Rosentuat. I think on your desk, sir, are the staffing patterns, 
and you can look at the one for Near East South Asia, it says “NESA.” 

Mr. FrrzGrravp. Iraq is on page 27. That gives you the categories 
of our personnel from mission director down, and if you look under 
grade, which is about the center of the page, you will see “R” or “S”, 
“R” meaning Foreign Service Reserve and “S” meaning Staff. There 
is also “RL”, which means this is the man’s first tour overseas, Reserve 
Limited. 

They start with Foreign Service Reserve class 1, which is the top 
grade—the mission director—and they go down to 8. 

Mr. JoHansen. In other words, you have a mission director and a 
deputy director and an executive officer all on a standby basis over 
there? 

Mr. FrrzGeratp. They are working, sir. As a matter of fact, some 
of the key men in the mission are maintaining their contacts with 
various members of the Iraqi Government, and others, the technical 
specialists, are continuing to work at a low level on the projects which 
are actually operating. But as I said before, we have been in this 

eriod of limbo where we have not had any final agreement with the 
baat Government as to whether we would go ahead with our program 
or whether we would move out. 
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Mr. JouANsen. What is the outlook as to when the issue will be 
resolved ¢ 

Mr. FrrzGeratp. I wish I knew, Mr. Johansen, and after reading 
the newspaper accounts of the new y revolution going on in Iraq, I just 
wouldn’t hazard a guess. 

Mr. Davis. Mr. FitzGerald, are you familiar with the directive 
that the President issued directing the agencies and departments to 
reduce employment by 2 percent during the fiscal year 1959? 

Mr. FrrzGrrarp. Yes, sir. This is ‘the Bureau of the Budget letter 
of September of last year. 

Mr. Davis. Describe to us how you complied with that and what 
your results were. 

Mr. FrrzGrravp. Our reply to that was that we could not under- 
take the 2 percent reduction for a number of reasons, and I believe 
in my statement I so indicated. That is on page 9 of my statement. 

Mr. JoHansen. Did the Bureau of the Budget accept this decision 
that you could not do anything about the President’s directive? 

Mr. FrrzGeraxp. Yes, sir. 

Mr. Davis. What is your employment planned for June 30, 1960? 

Mr. FrrzGrraxp. For fiscal 1960 the administrative positions which 
we forecast for Washington will be exactly the same number as for 
fiscal 1959, and that is 1,556. There will be no change in administra- 
tive personnel i in Washington. 

Mr. Davis. What about the other employees ¢ 

Mr. FrrzGrravp. The program people will have increased due to a 
larger technical cooperation program. As I indicated in my state- 
ment, the technicians going overseas under the technical cooperation 
program constitute about 85 percent of our total personnel. 

Mr. Davis. Give us the figures on what you hope to have at the 
end of fiscal year 1960. 

Mr. FrrzGeravp. The estimated employment under program funds 
will be 3,729 as compared to 3,190 at the end of this fiscal year. So, 
we will have a net increase of about 539. 

Mr. Davis. Those are Americans? 

Mr. FrrzGeraup. Those are U.S. nationals, sir. 

Mr. Davis. What about foreign nationals? 

Mr. FirzGeratp. We do not have a projection for foreign nationals 
excepting what we had on board at the end of this fiscal year, which 
was approximately 4,044. 

Mr. Davis. Is that what you expect to have June 30, 1960 ? 

Mr. FrrzGeratp. There may be a slight increase at the end of next 
fiscal year. 

Mr. Davis. As many as the approximate 600 increase in Americans? 

Mr. FirzGrrarp. It depends on what services we can contract. out, 
what kind of services will have to be rendered with our new programs 
on a worldwide basis. Local nationals do not have the tenure which 
“ad U.S. nationals have. They are hired and released on a short-term 

asis. 

Mr. JouHansen. May I make the observation, Mr. Chairman, that 
these figures seem to indicate that as against a 2 percent reduction 
which was contemplated in the President’s directive we have here 
described a projected increase of 15 percent or thereabouts. That is 
known as aduing progress in reverse. 
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Mr. Davis. Mr. FitzGerald, you have given us some information 
about some contracts that you have. Do you have a contract with 
Johns Hopkins University to run a training school for ICA ? 

Mr. FrrzGrraup. Yes, sir, we have a training program which was 
initiated this past year, and we made a contract with the School for 
Advanced International Studies at Johns Hopkins University to con- 
duct this program. 

Mr. Davis. Why did you put this function out on contract ? 

Mr. FrrzGrravp. Because we felt after considerable study there 
was no facility within the Government to provide this kind of 
training. 

Mr. Davis. You didn’t have any in your own department ? 

Mr. FrrzGrrarp. No, sir. 

When you consider, Mr. Chairman, the problems which we are fac- 
ing, moving into underdeveloped areas of the world, rendering eco- 
nomic assistance, to countries which have political problems, cultural 
problems, social problems, economic problems, to go in and attempt 
to assist these countries to work with a handful of people who have 
relatively no experience is a formidable problem. We are trying to 
develop here in Washington in this school, the School for Advanced 
International Studies, a pool of experience so that as we bring in 
people from the field, these people can exchange ideas; we can formu- 
late policy, plans, and new approaches to programing in these various 
countries. We are currently reviewing the one year’s operation of 
this program, the subjects and curricula, and we have been very 
pleased with the results to date. 

Mr. Davis. What are the salaries paid by Johns Hopkins to operate 
this school ¢ 

Mr. FrrzGeravp. Under this contract we have a program director 
whose annual salary is not to exceed $17,500; a professor of develop- 
ment economics whose salary is not to exceed $16,000; a professor 
of political theory and cultural relations whose salary is not to exceed 
$16,000; a research assistant whose salary is not to exceed $4,000; an 
administrative assistant whose salary is not to exceed $6,750; a part- 
time program library coordinator whose salary is not to exceed 
$3,250; a workship coordinator whose salary is not to exceed $13,000; 
accounting, secretarial and clerical personnel, on an annual budget 
not to exceed $9,000; honoraria and fees for lecturers at a rate not to 
exceed $50 per day 

Mr. Gross. And expenses ? 

Mr. FirzGeravp. And per diem. Annual budget not to exceed 
$10,500, including the honoraria and fees for all lecturers and con- 
sultants during the year. 

Mr. Jomansen. Do the honoraria go to any Government personnel ? 

Mr. FrrzGerarp. No, sir. 

Mr. Davis. How does that compare with last year? 

Mr. FrrzGeraxp. In fiscal 1959 the salaries were less in some shops. 

Mr. Gross. Mr. Chairman, before he goes further with that, he has 
read “salaries not to exceed.” I think we need to know what salaries 
are being paid. 

Mr. Davis. I assume they are paying them the maximum; is that 
correct, Mr. FitzGerald ? 

Mr. FrrzGrravp. That is correct. 
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Mr. Gross, That takes care of it then. 
Mr. Jonansen. Mr. Chairman, may I interject at this point, as my 
attention was diverted? I want to make clear that the faculty of this 
training school, as I understand it, -is almost exclusively from out- 
side the ICA; is that correct # 

Mr. FrrzGrratp. That is correct, yes, sir. 

Mr. Jonansen. Is it the role and function of this faculty which is 
outside the ICA to interpret the policy of the Department of State 
and the foreign policy of the United States in the course of these 
training programs; is that part of their function ? 

Mr. F 1tzGERALD. They do not determine it. 

Mr. JoHANSEN. To interpret it. 

Mr. FrrzGrratp. amsorry. Interpret it, yes, sir. 

Mr. Jonansen. May I ask how persons outside of the Department 
of State and the ICA are qualified to interpret that policy ? 

Mr. FrrzGrrarp. In answering your question, Mr. Johansen, I 
would like very much to have the director of the school testify. Dr. 

William Phillips here. 

Mr. Jonansen. I would appreciate that myself. 

Mr. FrrzGrratp. He would be very able to answer questions as 
to the program, the functions of the school, and the qualifications of 
the faculty. 

Mr. Davis. We will not have time to do that today. 

Mr. Gross. Mr. Chairman, I would still like to have an answer to 
your question. 

Mr. Davis. Yes, I want that. Also, how many instructors do you 
have and how many people do you have taking this training? 

First, give me the answer to the comparison of the salaries with 
last year. 

Mr. FirzGrravp. Last year the school received salaries as follows: 
program director, $15,500; professor of development economics, 
$14, 000; pr ofessor of political theory and cultural relations, $14,000; 
research assistant, $4,500; administrative assistant, $6,000; program 
library coordinator, $3,000; honoraria and fees for consultants not 
to exceed $50 a day. 

Mr. Davis. Do you have the same personnel in those positions or 
have you made changes along with the changes in pay 4 

Mr. FirzGerap. "They were the same 

Mr. Gross. Mr. Chairman, if I may ask, what did the gentleman 
read—the increased salaries or the salaries paid last year ? 

Mr. FirzGrraxp. This last statement covered the salaries for fis- 
cal year 1959, up to May 5 5, 1959, 

Mr. Gross. Now, you propose an increase, is that it / 

Mr. Davis. They hav e already received an increase. 

Mr. Gross. The increase is contained in the figures you read. Tlow 
was that accomplished, by a change in the contract or what ? 

Mr. FirzGeravp. By negotaitions, sir. 

Mr. Gross. In that event, you changed the contract, did you not ? 

Mr. Davis. Was thisa 1-year contract or a 2-year contract 

Mr. FrrzGeratp. This was a 1-year contract, and it was aniended 
to continue through fiscal 1960 and 1961, 

Mr. Gross. Did you open this to any bidding by any other institu- 
tions ? 
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Mr. FrirzGrratp. We considered a number of universities before 
making the final decision. First, we came to the conclusion that we 
had to have it in or near Washington by virtue of the need for the 
facilities, and so that the personnel which would be in ICA could 
commute back and forth easily for workshop programs and so forth. 

Mr. Gross. Who is the president of Johns Hopkins University ? 

Mr. FrrzGrratp. Dr. Milton Eisenhower. 

We considered Georgetown University, Maryland University, 
American University, U.S. Department of Agriculture Graduate 
Schoc!, and the Foreign Service Institute. 

Mr. Gross. That was originally ¢ 

Mr FirzGerarp. Yes, sir. Before we made our final decision. 

Mr. Gross. When you changed the contract, increasing the salaries, 
you did not open it up for competitive bidding; or was it just a nego- 
tiatien with Johns Hopkins? 

Mr. FrrzGrrarp. Yes. 

Mr. Jonansen. For what reason were the salaries increased: be- 
cause of the eminently satisfactory performance of the personnel, the 
neces ity of trying to retain the service of the staff, general inflation, 
or what was the basis for the increase ¢ 

Mr. rrzGeratp. It was the wage policy at Johns Hopkins Univer- 
sity. Johns Hopkins University had increased the salaries for the 
faculty of the School for Advanced International Studies, and this 
part of the School for Advanced International Studies had not had 
their salary increased, and it was considered equitable to go along 
with the increase of the school. 

Mr. Davis. Give me the number of trainees under this program. 

Mr. FrrzGeratp. We had 20 in the first class; in the second class 
we had 20; and, the third class is now going on. 

Mr. Davis. For how long does the class extend ? 

Mr. FrrzGeratp. Five months, sir. ‘Twenty-one weeks. 

Mr. Davis. We will work out with you or with your people an- 
other date, Mr. FitzGerald, to resume these hearings. We aiready 
have arrangements made for Wednesday, July 29, for OCDM to ap- 
pear, and we will be in touch with you and work out another date 
to conclude these hearings. 

The subcommittee will adjourn now to Wednesday, July 29, at 10 
o'clock. 

(Whereupon, at 12:03 p.m., a recess was taken until 10 a.m., 
Wednesday, July 29, 1959.) 


MANPOWER UTILIZATION IN THE FEDERAL 
GOVERNMENT 


WEDNESDAY, JULY 29, 1959 


House oF REPRESENTATIVES, 
SUBCOMMITTEE ON MANPOWER UTILIZATION OF THE 
oN Post Orrice Crvit SERvICcE, 
Washington, D.C. 

The subcommittee met at 10 a.m., room 215, House Office Build- 
ing, Hon. James C. Davis (chairman of the subcommittee) presiding. 

Mr. Davis. The subcommittee will come to order, please. 

This hearing today is the third in the series of hearings which 
began on July 15 relating to manpower problems in the Federal 
Government. In our two previous hearings we discussed with repre- 
sentatives of the General Services Administration and the Interna- 
tional Cooperation Administration such manpower utilization prob- 
lems as the control of grade structure, employment trends and the 
contracting out of work. 

Today we have the pleasure of having with us the Director of 
the Office of Civil and Defense Mobilization, Hon. Leo A. Hoegh, 
and the president of the American Federation of Government Em- 
ployees, Mr. James A. Campbell. 

Inasmuch as the headquarters of the Office of Civil and Defense 
Mobilization is located in the District, which is so ably represented by 
my colleague on this subcommittee, the Honorable August Johansen, 
I thought possibly Mr. Johansen might like to say a word before 
we begin. 

Mr. Jouansen. Thank you very much, Mr. Chairman. 

I do want to take this opportunity to welcome Governor Hoegh 
and his associates with the OC DM. 

I am delighted to have you here and I would like to add for the 
record, Mr. Chairman, that shortly before the death of my dis- 
tinguished predecessor, Congressman Paul Shafer, the Federal Civil 
Defense Adcaintmanhien, as it was then designated, was looking for 
new national headquarters and through the efforts of Congressman 
Shafer, the former Percy Jones Army Hospital at Battle Creek was 
selected as the site. 

This property has now been designated as a Federal center and is 
occupied by a number of Federal offices, but principally by those 
sections of OCDM which are in the Battle Creek headquarters. 

This was in line with the principle of dispersal that was being ad- 
vocated by Civil Defense. 

1 want to pay tribute to Governor Heegh for the fact that he 
has adhered to that policy and has been very insistent in connection 
with the consolidation of OCDM, of the agencies now comprising 
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OCDM. He has been very insistent that the national headquarters 

be maintained in Battle Creek. We are very proud of the organiza- 

tion and very happy to have him. 

We are also very proud of Governor Hoegh and the work he is 
oing. 

I appreciate this opportunity to join in the welcome to you. 

Mr. Davis. Thank you, Mr. Johansen. 

Mr. Gross. Mr. Chairman? 

Mr. Davis. Mr. Gross. 

Mr. Gross. May I join in greeting and welcoming former Governor 
Hoegh of Iowa before this committee. 

We in Iowa lost a good Governor when Mr. Hoegh came to the 
Office of Civil and Defense Mobilization. I believe this is his first 
appearance before this committee and I want to take this opportunity 
of greeting him. 

Mr. Davis. Thank you very much, Mr. Gross. 

Governor Hoegh, I want to assure you that the remarks which you 
have just heard from Congressman Johansen and Congressman Gross 
are not just routine remarks. When one of those two gentlemen, 
either one of them, takes occasion publicly to commend and compli- 
ment a witness before the subcommittee, you can be sure that it comes 
from the heart and that they mean it. 

We are certainly glad to have you with us this morning, Governor 
Hoegh, and we will be pleased to have your statement. 


STATEMENT OF LEO HOEGH, DIRECTOR, OFFICE OF CIVIL AND 
DEFENSE MOBILIZATION, ACCOMPANIED BY WILLIAM HEFFEL- 
FINGER, DIRECTOR OF ADMINISTRATION; AND DALLAS BARR, 

DEPUTY DIRECTOR OF ADMINISTRATION 


Mr. Horeu. Mr. Chairman and members of the subcommittee, first 
I would like to say that I appreciate the extension of welcome by vou, 
sir, and by my friends, Mr. Gross and Mr. Johansen. 

I consider Mr. Gross and Mr. Johansen, if I may, as two of my Con- 
gressmen, one from Iowa and one from Michigan where we have our 
operational headquarters. 

I appreciate this opportunity in behalf of the Office of Civil and 
Defense Mobilization to discuss manpower utilization with you this 
morning. 

First, in a very general way, I should like to review briefly the de- 
velopment. of the Office of Civil and Defense Mobilization and the 
efforts that I personally have made to insure effective manpower 
utilization. 

In November 1957, the firm of McKinsey & Co., Inc., was retained 
by the Bureau of the Budget to study the organizational arrange- 
ments of the Federal Government for the conduct of civil defense and 
defense mobilization functions. This survey resulted in the develop- 
ment of Reorganization Plan No. 1-58, which recommended that all 
nonmilitary defense responsibilities be vested in the President and 
that ODM and FCDA be consolidated and placed in the Executive 
Office to formulate nonmilitary defense policies, and to direct and 
coordinate, for the President, the Federal departments and agencies in 
carrying out nonmilitary defense functions delegated to them. Im- 
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mediately following the adoption of Reorganization Plan No. 1, and 
my appointment by the President as Director, OCDM was faced with 
the task of merging the activities of the two predecessor agencies into 
a cohesive organization capable of providing the guidance and direc- 
tion to Federal, State, and local governments so that this Nation will 
be ready at all times to cope with emergencies of any nature. 

The stafling pattern that was given to you in our April 1959 sub- 
mittal was reviewed and approved by me position by position. I 
have personally taken an active part in exercising control over the 
manpower utilization activities of OCDM. I continually review the 
structure and staffing pattern of each organizational unit of the 
agency in order to maintain an appropriate balance between pro- 
grams and to assure well balanced and meaningful progress in the 
oe of the overall nonmilitary defense capability of the 

ation. 

I am sure it will interest you to know that I review personally the 
proposed appointment or promotion of any person to a position at 
the GS-12 level or above. 

The accomplishments of OCDM in the past fiscal year are, I think, 
an indication of increased effectiveness in manpower utilization. In- 
dicative of these accomplishments are the following: 

1. The activities of the two predecessor agencies were merged, 
— policies were reviewed, appropriate program emphasis deter- 
mined ; 

2. The national plan for Civil Defense and Defense Mobilization 
was completed and published ; 

3. Activities were instituted to implement the national shelter plan, 
that had been announced by the administration in May 1958. 

4, An eighth regional office was established in the Northwest ; 

5. An Instructor Training Center was put into operation on the 
east coast and plans were developed to place one on the west coast 
at’ Alameda, Calif. 

6. We emphasized the continuity of a Government program in 
working with the Governors’ Conference, a conference of mayors and 
the association of county officials. 

We were able to have 32 States enact into law a continuity of Gov- 
ernment programs since January 1959. A part of that program of 
continuity of Government means that the States will use all of their 

ersonnel in a civil defense role in case of a man-made disaster. 

hey have that responsibility in normal times and they have it in 
case of a natural disaster, but this now incorporates man-made dis- 
asters. 

Mr. Davis. You had 32 States come up with a continuity program ? 

Mr. Horen. That have now enacted laws that permit this kind of a 
continuity of Government programs; yes, sir. 

7. We have never had a resource and production capability outside 
of the national headquarters. Looking at attack patterns, we know 
that it is most important we have this resource management and 
mobilization capability throughout the country, and for that reason 
it has been necessary to increase the staffs of regional offices to pro- 
vide that capability. It never had been in being prior to July 1, 1958, 
but it is now underway. It is not fully to my satisfaction, but we 
are making progress toward that end. 
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Mr. Davis. What does that contemplate, Governor? 

Mr. Horen. That would mean, sir, that we would have people who 
would be expert in stabilization, in resources, and management. For 
instance, we must know what resources are in fixed areas and what 
States have within the region or district—— 

Mr. Davis. What do you mean by “resources ?” 

Mr. Horcu. I am thinking of food, industrial products, transpor- 
tation, labor, manpower, and all of the things that are necessary for 
a recovery action should there ever be a nuclear attack. 

Then the eighth point I would like to mention is that we greatly 
emphasize a radiological defense program. In this past year, since 
July 1958, we have placed in 7,500 high schools throughout the Nation 
radiological instruments and devices in the high school science classes 
and during this past year we have taught through the school system 
in the science classes over a million students on the effects of nuclear 
weapons. 

We have taught them how to operate these devices and how to pro- 
tect themselves from nuclear weapons. In addition to that, we now 
have in being 15,000 fixed monitoring stations throughout the country 
and our ultimate objective is to have 150,000 fixed monitoring stations. 
These monitoring stations have the responsibility for detecting, meas- 
uring, and reporting on radio active fallout should there be a nuclear 
attack. 

Mr. Davis. You then have 10 percent of the ultimate number you 
hope for? 

Mr. Horen. That is right. 

That is based upon the amount of money we have obtained from the 
Congress to provide the proper devices and instruments for these fixed 
monitoring stations. 

Mr. Davis. Where are these 15,000 set up ? 

Mr. Horcu. Throughout the Nation. 

Mr. Davis. Are they operated in connection with any other activity 
or are they exclusive ? 

Mr. Horcu. These are in addition to other activities. 

One thousand of them are manned by Federal employees who have 
another primary responsibility. For instance, the Weather Bureau 
Station and the FAA. They have other responsibilities but, in addi- 
tion to that, they have been trained and they have the capability of 
detecting, measuring, and reporting on radioactive fallout. 

Mr. Davis. Have they been furnished with the instruments which 
enable them to do that ? 

Mr. Horen. Yes, sir. 

Mr. Davis. What is the cost of such an instrument ? 

Mr. Horen. It depends on the instrument. A dosimeter costs in 
the neighborhood of $6 and then a geiger counter costs in the neigh- 
borhood of $24 to $28. That is the cost at which we get them. We 
get them at a much reduced cost than commercially. 

In addition, the other 14,000 are manned by State and local gov- 
ernments and all we do is to assist them, furnish devices and instru- 
ments. We assist in training them at our training centers. For in- 
stance, we trained some New York policemen at our training center 
and they went back to New York City and trained 2,000 policemen. 

Mr. Davis. How many of these training centers do you have? 
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Mr. Horeu. We have three. 

Mr. Davis. I believe you said on the west coast ? 

Mr. Horcu. We have two in existence today; one in Battle Creek, 
Mich.; one in Manhattan Beach, N.Y.; and one that will be established 
shortly on the coast at Alameda, Calif. 

The reason we have those located as we do is to make it more eco- 
nomical for the States and local governments to send their personnel 
for this type training. 

Mr. Davis. Do you contemplate establishing any more? 

Mr. Horcu. No, sir. 

Mr. Gross. Mr. Chairman, if I may ask a question at this point? 

Mr. Davis. Mr. Gross. 

Mr. Gross. Are these people who man these stations paid anything 
in addition ? 

Mr. Horeu. No, sir. 

Mr. Gross. They draw no compensation for that ? 

Mr. Horeu. We pay them nothing. That is another responsibility 
of being a Government employee. 

Mr. Gross. That is a Federal employee; is that correct? 

Mr. Horen. That is right. The same thing is true at the State and 
local level. It is usually a policeman or a fireman and sometimes a 
school instructor or sometimes a police or street commissioner. 

Mr. Gross. Briefly, what is the process through which instruments 
are placed in the schools? Are they handled by local people, or 
what ? 

Mr, Horcu. Yes; we work very closely with, first, the State board 
of education. First, they find out from the schools which ones are 
willing to take these instruments and perform the tasks that we assign. 

Mr. Gross. In other words, you have no paid employees whose duty 
it is to go to the schools and place instruments and that sort of thing? 

Mr. Horenu. No, sir; that is just part of our responsibility that we 
do through State governments and then through State departments of 
education. We get it funneled down that way. We pay for send- 
ing them there and we send them the instruction manuals. We do 
all of that. 

Mr. Gross. I am talking about the personnel used for that purpose. 

Mr. Horen. No, sir. 

Mr. Davis. Governor, what instruments do you furnish these high 
schools and what is the cost. of them ? 

Mr. Horeu. We have a kit of nine instruments and the cost of the 
complete kit is $130. They vary from dosimeters to Geiger counters. 
They are a unique type of instrument that has been well tested. They 
have been tested by Defense, by us, and by the Bureau of Standards. 

They are the best instruments available but they are used to measure 
high intensity and they are not designed to measure very, very low 
intensities. 

Mr. Davis. How many high schools did you say ? 

Mr. Horen. 7,500. 

Mr. Davis. You train a million students, I believe you said? 

Mr. Horcu. Yes, sir; through the science classes. We find it most 
attractive. 

We now have them in 400 colleges and universities and, so far, 
3 colleges and universities are giving academic credit and we are 
working and trying to get that in more universities and colleges. 
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Mr. Gross. One more question, if I may, Mr. Chairman. Are you 
using your own personnel in the training of these people? 

Mr. Horeu. Yes, sir. At our training centers at Battle Creek, 
we train instructors and then they, in turn, have the responsibility 
of training other instructors within their States. 

We have traveling teams also that will go into a State, and then 
the universities and the high schools send in their science people to 
take an instruction course—maybe 25 or 30 of them at atime. They, 
in turn, then instruct others. The latter, in turn, then instruct still 
others. By that method in the past 2 years we have been able to train 
over 88,000. 

Mr. Gross. Do you have Atomic Energy Commission employees or 
any other Agency employees in this training program, and, if so, are 
they reimbursed ¢ 

Mr. Horen. No, sir. We use our own personnel in this field. 

Understand, we are closely tied to the Atomic Energy Commission 
to be sure that we are in conformance with the latest policy. 

Mr. Davis. How many employees do you have in these training 
centers 

Mr. Horeu. Right now at the one at Manhattan Beach, N.Y., we 
have 23. 

Mr. Davis. Do you recall the grades ? 

Mr. Horan. I think the top grade there is 14. Then at Alameda, 
Calif., we are just in the process of recruiting. They are hard peo- 
ple to find and they have to have physics background usually. 

Mr. Davis. Are you getting them from outside ? 

Mr. Horen. Yes, we sometimes will go to universities and try to 
recruit for these technical jobs. They are difficult people to get and 
we are looking for applicants today on the west coast to man this 
training center. We prefer college degrees. They are instructors 
and they have to have teaching ability. Sometimes we will take a 

erson who has the technical knowledge and hope that we can convert 
fies into a teacher. We find that we are having some success in 
doing this. 

In Battle Creek, Mich., at our staff college, and at our training 
center, we have approximately 24 and we ultimately hope to have 25. 
We hope to have 25 on the west coast and 25 on the east coast. 

One of the primary purposes underlining the merger of the FCDA 
and ODM was to clarify and expand the assignments to the Federal 
departments and agencies. Another real objective was to get unified 
direction and guidance in Civil Defense and Defense Mobilization 
and to keep from having any conflicts and to have a coordinated 
effort. 

I think we have accomplished that. 

Mr. Gross. Did we get any economy in personnel ? 

Mr. Horen. Yes. I will come to that. 

Nonmilitary defense assignments have been, and are being, made 
as quickly and as orderly as possible in order to make use of estab- 
lished facilities, technical skills and staffs of the Departments and 
Agencies, so as to increase the Nation’s nonmilitary defense capa- 
bilities. 

My experience as head of FCDA and OCDM has given me some 
definite opinions as to the total personnel required by OCDM to con- 
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duct the functions assigned by the Congress and the President. To 
carry out the OCDM mission effectively, efliciently, and economically, 
the strength of OCDM should be 1,771 full-time permanent employees, 
of which 750 should be in field establishments. 

That consists of the eight regional offices and the three training cen- 
ters and the staff college. 

Mr. Davis. What is the full-time permanent employee strength now ? 

Mr. Horen. 1,577, sir. 

During the past year progress has been made in this direction. At 
the present time, there are 991 employees at headquarters and 586 in the 
field. This compares with June 30, 1958, of 999 employees at head- 
quarters and 495 in the field. 

You will note from that that we are strengthening our field capa- 
bility, our training centers, and our regional offices, as I pointed out 
before. 

Our regional offices are being increased to make them more self- 
sufficient in an emergency. 

Mr. Davis. How many of those are there ? 

Mr. Horcu. We have eight regional offices and they are strategically 
located throughout the country. 

Mr. Davis. What are the grades of the personnel at those regional 
offices ? 

Mr. Horex. Until recently at the regional offices, they were grade 
15, which I thought was inadequate. Therefore, I did make the re- 
quest of the Civil Service in line with Reorganization Plan No. 1 to 
have them upgraded to grade 17’s. 

on Davis. That is the Director, the Manager of the eight regional 
offices 

Mr. Horeu. Yes, sir; each one. 

Mr. Davis. What has the Civil Service Commission done? Have 
they acted on that ? 

Mr. Horan. Yes, sir; they have. 

Mr. Davis. What did they do? 

Mr. Horcu. They have approved it. 

Mr. Davis. Have the spaces been allotted to you as yet ? 

Mr. Horeu. They did not have to, under Reorganization Plan No. 
1in 1958. That wasa part of it. 

Mr. Davis. That was a part of the reorganization ? 

Mr. Horan. Yes, sir. 

= Davis. How many of these supergrades did you get under that 
plan ? 

Mr. Horcu. We got 10. We are using 8 and only if we would in- 
crease our regional headquarters would we go to 10. I do not con- 
template ever going beyond the eight. 

Our regional boundaries conform with the Army boundaries and 
with several other Federal agencies which have been coordinated 
just recently. It makes it much more effective and makes it much 
more possible to coordinate our action. 

I want to point out that the regional director has a tremendous 
responsibility. He has to coordinate, not only the actions of our 
staff, but he must also coordinate the actions of all Federal agencies 
within his region. In certain instances he would even be given the 
authority to direct, generally speaking, not only their coordination, 
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and working with them, and tying them in together, but making sure 
that it is a coordinated action. 

Mr. Davis. Governor, where is the regional office in the south- 
eastern area located ? 

Mr. Horcu. That is located 35 miles north of Tallahassee in 
Thomasville, Ga. 

Mr. Davis. Why is that office located in Thomasville? 

Mr. Horen. There are two reasons: One is that the territory is not 
a target ; secondly, it is quite well located for the coordination of all 
of the States that are within that region. 

Mr. Davis. What are those States ¢ 

Mr. Horeu. They would include Florida, Tennessee, Georgia, 
North Carolina, and South Carolina. 

Mr. Davis. Alabama ? 

Mr. Horeu. Alabama and Mississippi. 

Mr. Davis. Does it include Louisiana, also? 

Mr. Horan. No, sir; Louisiana is over in region 5. 

Mr. Davis. What is the designation of the office in Atlanta? 

Mr. Horen. With reference to Atlanta, we have there a liaison 
officer who does work with, and is a part of, our regional office at 
Thomasville. 

Mr. Davis. That is headed by Mr. Elliott Jackson ? 

Mr. Horen. No, sir. 

I beg your pardon. Mr. Elliott Jackson represents the complex 
that is at Atlanta. He represents the county there as its director, 
but we have a special office in Atlanta that does coordinate all of the 
Federal agencies in there for this regional office at Thomasville. We 
work closely, of course, with Mr. Jackson and the Atlantic area. We 
also work with the States throughout the region. 

Mr. Davis. Thank you. 

Mr. Dulski? 

Mr. Dutsxr. Mr. Chairman, I have one question : 

When those two organizations had a merger, I notice you had an 
increase in full-time employees after we got to 1,556. 

Did you have any economies ? 

Mr. Toren. Y es, sir. I would like to point that out, if I may, at 
this time. 

With reference to those on board July 1, 1958, we did have then 
1.494. Today we have 1,577. As of July 1, 1958, in the Office of the 
Director, we had 28 positions. Today we have 19. My objective is 
to cut that down to 18. T save there 10 persons and that should be so, 
Second, in Administration, we had 375 as of July 1, 1958, and it is 
now down to 298, and it will go down to 275 or a saving of 100. In 
General Counsel, the two agencies had 33 and I am now down to 98. 
T intend to goto 25. In Research, I used to be 93 and I am now 79, and 
Iam going to 60. 

You will note those were the economies by the merger. 

Mr. Dutsx1. Will they affect your program ? 

Mr. Horen. They will not but you will see that I have accelerated 
our program as covered in the eight points I mentioned. By accel- 
erating this program and by getting better capability in the field, it 
has meant that some of these people ‘that I had in the other jobs have 
been transferred to these other positions. For instance, since July 
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1958, I established a shelter and vulnerability reduction office. I have 
17 people that have been put there. 

Mr. Dawns, Where is that established ¢ 

Mr. Horen. Right here. : 

Mr. Davis. Washington ? 

Mr. Horcu. Yes, sir. Some of the people came out of Research and 
some of them came out of other departments. I have lost some of 
these by attrition, of course, but I have been adjusting this organiza- 
tion, and picking up good people that we do not think are needed in a 
— job and putting them into a more urgent job I need to get 

one. 

It is difficult but it has to be done. If you are going to do the job 
with 1,771 people, you are going to have to have good people. They 
are going to have to be well qualified. If I do not want to save some- 
body, I let him go by attrition. 

Mr. Atrorp. Mr. Chairman ? 

Mr. Davis. Mr. Alford ? 

Mr. Aurorp. May I say at the outset I trust the answer to what I 
wish to ask here has not been given prior to my arrival and that I 
wholeheartedly am for civil defense. 

I know that I shall find the figure elsewhere but for my information 
for the moment, what is your total annual budget ? 

Mr. Horeu. For this fiscal year, 1960, we requested $74,970,000. 
The House approved $43,735,000, which I thought was inadequate. 
The Senate restored $16 million. It is now approximately $59 million 
as approved by the Senate and as approved by the House it is $43.7 
million. 

The conferees are not in agreement as yet. 

I think you people stood firm last week and the Senate, I hope, will 
stand firm today. 

Mr. Atrorp. May I say that there were a few of us, Governor, who 
would like to see more on behalf of the House side. It seems to me 
that it isnot good economy. 

Mr. Horan. I do not think so either. 

Mr. Axrorp. To cut back our civil defense and have a give-away 
program of billions of dollars to foreign countries throughout the 
world, which this Congress will vote in just a little while. 

Mr. Horeu. I can say this. I agree with you that we need more 
funds and I want to assure you that the funds we get are wisely ex- 
pended, every dime. I am willing to make an accounting to any com- 
mittee for the dollars we invest. They are soundly invested and the 
day might come when people wished they had made a greater invest- 
ment. I hope it never comes but we are doing the best that we can 
with the funds that are made available. I think we are doing a good 
job, or at least I am optimistic. 

Mr. Gross. Is there any breakdown as between the functions of 
ODM and Civil Defense? Is there any way that is broken down now? 

Mr. Horcu. No, sir. I wanted to merge them. 

Mr. Gross. I understand, but we are speaking now of the budget 
for the ensuing year. 

How many do you have managing the mineral stockpile program ? 

Mr. Horen. We do not have the responsibility of housing it and 
keeping it. ThatisGSA. We have the responsibility of formulating 
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the policy as to what we should have, what is needed for the mobiliza- 
tion base, and what is needed for recovery action. That is our respon- 
sibility. 

Mr. Gross. General Services administers that? Is that correct ? 

Mr. Horen. It is administered by them, the housekeeping, storing, 
and so forth. 

Mr. Gross. That is what I mean. 

Mr. Horen. We have some decisions to make with reference to the 
location. If we conclude that after certain attack patterns, that one 
of our warehouses is located wrong strategically, then we can make a 
recommendation to the GSA and say “Move it.” 

Mr. Davis. Do they have to follow your recommendation ? 

Mr. Horeu. Yes, sir. 

Mr. Atrorp. Mr. Chairman. 

Mr. Davis. Dr. Alford. 

Mr. Atrorp. You have eight regional offices ? 

Mr. Horer. I will name them, if you wish. I have been to each of 
them. I make it my business to make sure the people in the field 
know what is going on. 

We have one at Harvard, Mass. That is 35 miles out of Boston. It 
handles the New England States as far as New York and New Jersey. 
Then we have one at Olney, Md., that handles some of these other 
States, including Pennsylvania, Ohio, Maryland, Virginia, and several 
other States. There is one at Battle Creek, Mich., that handles Mich- 
igan, Illinois, Indiana, Wisconsin, and, I believe, Missouri. We have 
one at Denver, Colo., which handles several States. We have one at 
Everett, Wash., for the Northwest, including Alaska. We have one at 
Santa Rosa, Calif., not far from San Francisco, and it handles the 
States along the west coast, plus Hawaii. Then we have one at Den- 
ton, Tex., that is about halfway between Dallas and Fort Worth. It 
handles the Southwestern States. 

Mr. Dutsxr. Will the gentleman yield ? 

Mr. Atrorp. Yes. 

Mr. Dutsx1. What about New York State? 

Mr. Horex. Our regional office is located outside of Boston. 

Mr. Dutsxt1. That takes in New York City? 

Mr. Horan. Yes; we have our training center at Manhattan Beach. 

Mr. Atrorp. Mr. Chairman, as a matter of interest, I would like to 
ask, in the event of an allout attack—and Heaven forbid we ever have 
such—do you feel we are anywhere near the point we should be in the 
civil defense of this country ¢ 

The reason I ask that, as a physician I feel—with the limited knowl- 
edge I have of the results of radiation, and that is the reason I am so 
much for this program of civil defense—that in the event of such a 
tragedy the nation that will survive will be the one that has adequate 
protection and can come from under the debris and rebuild or retain 
some semblance of civilization. 

Mr. Hogeu. I agree with that statement. In fact, one of the great- 
est deterrents to war from 1959 to 1965 will be the effectiveness of a 
civil-defense program. 

The nation that can recover and restore itself will be the nation 
that will win. 
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Mr. Davis. Some military authorities—I suppose they are authori- 
ties—state that one of the reasons Germany was able to carry on World 
War II as long as they did was the fact they had developed a very 
excellent bunker system going underground, and they moved their 
scientists and other people in them and kept their personnel, plus a 
lot of their equipment, from being destroyed in that way. What do 
you think about that now as applied to our needs and the prospects 
which lie ahead for us? 

Mr. Horen. Mr. Chairman, I think it is most important that every 
citizen in this Nation make a contribution to the ultimate security of 
this country. And he can make it by providing a fallout shelter and 
by urging every family to have a family fallout shelter. I have one. 
Should there by a nuclear attack my family will survive. It cost 
$212. I spend that much on car insurance and all it does is protect 
my pocketbook. 

Some people feel we should finance it with Federal funds. In this 
administration we feel we should give the example and the guidance 
and urge people to make this contribution, and we are having some 
good results. Thousands of shelters are being built by dedicated 
citizens. 

Mr. Davis. You have a pamphlet on these shelters, do you not? 

Mr. Horeu. Yes, sir, entitled, “The Family Fallout Shelter.” 

Mr. Davis. I obtained one and carried it home with me. 

Mr. Horcu. Three and one-half million copies have been distributed 
and there is a demand for over 5 million already. 

Mr. Davis. Is the distribution pretty general throughout the 
country ? 

Mr. Horen. Yes. We do it through State and local governments. 

Mr. Davis. I would like to ask you a question or two about that. 
You said, I believe, the cost of your shelter was $212? 

Mr. Horen. Yes, mine cost that. 

Mr. Davis. Where a family has a basement in the dwelling, and it 
is already blocked up with these cement blocks on four sides, what 
would be necessary to have a good workable, practical, fallout shelter 
in a place like that ? 

Mr. Horeu. If all four walls are underground and there are no 
exposed windows, then of course you have good protection along the 
four walls because they are all underground. 

Mr. Davis. Most homes, though, do have some windows in the 
basement. 

Mr. Horcx. In that instance you can do one of two or three things. 
One is that you can get a cement slab ready to put over the window 
well and put some sandbags on top of it. You would have time to 
do that after the warning, and the fallow: does not come like that 
[snapping finger], it may be in minutes or hours. 

Or you could block it up. Or, third, you could have this cement 
block or other block prepared to put on top of it. You must have 
mass weight between you and the fallout for protection. 

A normal home will reduce the radiation dose by half, but that is 
not enough. If you have 3,000 roentgens outside you only cut it to 
half or 1,500, and if you get 600 you are supposed to die, so that 
would not be adequate. But in a normal basement it is reduced by 
a factor of 10. In your particular basement if you had these window 
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wells closed up it would probably be reduced by a factor of 100. One 
hundred divided into 3,000 roentgens would mean you would get 30 
the first hour and assuming this fallout deteriorates by a factor of 
10 for every multiple of 7, after 7 hours you would be getting only 
3 and 2 days later you have another division by 10 and you would 
be getting 0.3. So if your basement had a protection of 100 you 
would be adding only small amounts after about 2 days. 

Mr. Davis. But in such a case probably all the utilities would be 
destroyed. You would just have your basement back to nature. 

Mr. Horcu. Yes; but you have a very convenient utility. You have 
a water heater. I have drunk a lot worse water than that that comes 
out of a water heater. People say it is not palatable, but if you 
can get water out of a water Raden it is a pretty good thing. 

But we advocate that people have food for 2 weeks and water ade- 
quate for 2 weeks. I have 24 two-quart cans of juices. In addition I 
have water and I have my water heater with 40 gallons. So we are 
pretty well ready for that. 

If you want to make this basement a better shelter than I have 
described—and you should—you must get some mass weight above 
you. You have a roof and then you have a ceiling and plaster and 
then the floor with rugs and furniture, and then you are down to your 
basement. We advocate that you have two rows of solid concrete 
block above you. 

Mr. JoHANSEN. That is in the basement ? 

Mr. Horcu. Yes. 

Mr. JoHAnsen. Above you in the basement ? 

Mr. Horeu. That is right. And it is more economical, I think, if 
you divide your room half way and leave an entrance with a little 

ook and then you have two rows of solid concrete above and you 
will have a factor of in the neighborhood of 1,000, then you are in 
pretty good shape. 

Mr. JoHANSEN. What about ventilation ? 

Mr. Hogreu. If you are in your own basement or in your own shelter 
that is a part of the basement or adjacent to it there is enough air 
circulating in the basement that it is adequate. If you have a separate 
shelter that is underground it is necessary to get more air. They are 
making hand blowers of a commerical type for $35. 

Mr. Davis. You would not blow in the fallout with such a blower? 

Mr. Horen. No. You must remember fallout is like dust particles 
that settle on the roof of the house and in trees and things like that 
until nature comes along and washes it off. 

Mr. Davis. But you would be safe in bringing in outside air? 

Mr. Horeu. You would have to have a filter, though, if you are 
to be protected from chemical and biological effects. 

The subcommittee asked five specific questions of me. I think I 
have answered some of those. One that you asked was what progress 
have we made in meeting the Bureau of the Budget’s order of Sep- 
tember 8, 1958, to achieve a 2 percent reduction in employment during 
fiscal year 1959 below the level which could have reasonably been 
financed from appropriations granted for 1959. 

OCDM could have financed 1,917 full-time permanent positions 
at the old salary rate from the appropriations given by the Congress 
for fiscal year 1959. The requirement of absorbing the 10-percent 
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pay raise granted by Congress to classified employees reduced this 
to 1,833. And we did that. We absorbed it. However, in view of 
the President’s desire for Spartan economy in government, I in- 
siructed my staff to take a cold, hard look at all of their program 
activities and anticipated personnel requirements with a view to 
reducing requirements to an absolute minimum and still maintaining 
a sound, effective, well-balanced nonmilitary defense effort. This re- 
appraisal resulted in a reduction in our projected personnel strength 
goals for fiscal year 1959 to 1,640. As you can see, the reduction from 
1,833 to 1,640 is a cut of over 10 percent. Our actual employment as 
f of June 30, 1959, was only 1,577, or 14 percent less than we could have 


financed after absorbing the pay raise. Our budget submission for 
fiscal year 1960 is geared to a full-time personnel ceiling of 1,771 
positions, which, as I have said, I believe to be near the optimum 
employment levels for this office. 

Now, as to the employment trend of OCDM. 

. As of June 30, 1958, ODM and FCDA had 1,494 employees charge- 
‘ able to their full-time personnel ceiling. 
; Mr. JOHANSEN. Is that the premerger total ? 

Mr. Horeu. That is right. 
As of June 30, 1959, OCDM had 1,577 employees chargeable against 
full-time personnel ceiling, an increase of 83 employees. This increase 
of 5.5 percent has been channeled into program activities that are 
vital to the improvement of the nonmilitary defense capabilities of 
the Nation. I just pointed out some of those requirements. For 7 
instance, an eighth regional office has been established on the west 
coast with a personnel ceiling of 61 positions, of which 30 are filled at 
this time. Present program planning indicates a need, by the end 
of fiscal year 1960, for a total of 50 positions at the training centers 
on the east and west coasts. At the present time, there are 23 em- 
ployees at these locations, and additional personnel are hired only as 
specific requirement is proven. An organizational unit—with 17 em- 
ployees—has been formed to conduct necessary programs and activi- 
ties to implement the national shelter policy. Most of the personnel 
for this unit have been transferred from other organizational units 
of the Agency. 

To achieve these expansions, and add emphasis on other programs, 

it has been necessary to reduce the number of personnel assigned to 
certain functional areas. Reductions of personnel have been eifected 
through attrition and transfers, in Research, Office of the General 
Counsel, and in Adininistration. 
f The total personnel requirements of the OCDM are infinitestimal 
when compared to the wartime control agencies which would be re- 
quired in an emergency. OCDM must have the knowledge, experi- 
ence, and capacity for rapid expansion under a wartime emergency 
in all program areas. 

As to grade and salary levels, throughout the existence of ODM, 
FCDA, and OCDM, it has been recognized that mobilizing the re- 
‘4 sources of the Nation and developing an effective national plan for 
F nonmilitary defense in the event of an attack is one of the more diffi- 

Fi cult tasks faced by the executive branch. Hence, the ratio of super- 
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grades to total employment is not always a reliable criterion for de- 
termining the number of supergrades OCDM should have. OCDM 
is basically a planning, policy, and coordinating arm of the President 
of the United States, and many of the operational and implementing 
activities are carried out through the services of the other Federal de- 
partments and agencies in the executive branch, and through the par- 
ticipation of State and local governments throughout the country. 

In other words, we do have many supergrades and we do have many 
grades 13, 14, and 15, but we have to have the know-how and we have 
to be able to direct this total nonmilitary defense effort, and you can- 
it do it with just the average type of employees. You must have the 

st. 

Mr. Davis. Let me ask you at that point: How many of those are 
schedule C employees ? 

Mr. Hoxcu. Twenty-one, sir, and all of those, generally speaking, 
are in the policy area. I believe in that. I do not intend to be here 
all my life and I believe when a Director comes here that if that staff 
does not respond to his demands he ought to have a right to remove 
them. 

Mr. Davis. Is that staff pretty stable ? 

Mr. Horcu. Yes. As a matter of fact, five supergrade employees 
have been here since Governor Caldwell, back in 1951. 

Public Law 920 authorized the FCDA to place 22 positions in 
grades 16, 17, and 18, subject to the standards and procedures of the 
Classification Act of 1949. In 1955, when all supergrade positions 
were consolidated into one group and the Civil Service Commission 
was authorized to make a redistribution of these among the Federal 
departments and agencies, a quota of 18 was received by FCDA. 
ODM, maintaining a small staff of approximately 225 employees was 
authorized 25 supergrades, making a total of 43 for the two agencies. 
The Civil Service Commission has recently allocated 43 supergrade 
spaces to the OCDM, plus 8 regional director positions, which are 
specifically exempted from the supergrade quota by the Reorganiza- 
tion Plan No. 1-58. In addition, the Civil Service Commission evalu- 
ated, and acknowledged the existence in OCDM of some 13 positions 
at the supergrade level for which spaces were not allocated. There- 
fore, several of my key people are not being paid in accordance with 
the principle stated in the Classification Act of 1949, that of equal pay 
for substantially equal work. 

I would like to submit for the record a tabulation showing the 
number and percentage of grades GS-13 through GS-15 in ODM and 
FCDA from 1953 through 1958 and for OCDM in 1959. 

Mr. Davis. Without objection. 
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(The tabulation referred to follows :) 


Percent of employees in grades 13-15 


| | | 
June 30 | 1958 | 1954 | 1955 | 1956 | 1957 1958 | 1959 

| | | | 
FCDA: Classified employees. 738 | 680 | 679 1, 001 1, 182 1,353 
(— — —'-—— = |= —!= | 
70 57 | 47 | 63 99 
| 55 | 43 | 40 | 49 60 | 
Totel........-< eal 262 219 | 225 | 299 | 359 ro 
Percent of classified employees-| 35.0 32. 2 | 33.1 | 29.9 | 30.4 | os ee 

ODM: Classified employees._- | 304 250 | 224 | 224 216 | 216 | 
31 26 | 19 | 22 18 
42 44 41 | 4! 36 
Percent of classified employees. 31.9 36.0 | 32.6 33. 5 31.0 
Combined: Classified employees_ 1,042 930 | 903 1, 225 1, 398 1, 569 1, 645 
‘139; 1st | | 219 234 
Sk 101 3 66 &5 117 137 153 
97 87 | 81 90 96 108 119 
359 309 298 374 426, 464 506 
Percent of classified employees. 34.4 33. 2 33. 0 30. 5 30.5 29.6 .8 


Mr. Horcu. Generally, that tabulation shows that in 1953, 34.4 
percent were in grades 13 to 15, inclusive. In 1959 the perceniage 
was 30.8. While the percentage has decreased, I do not want to mis- 
lead you into thinking we have not increased the number. We have 
increased the number. 

Mr. Davis. By 74 positions from 1958 through January 1, 1959? 

Mr. Horcn. Yes. 

Historically, the percentage of employees in the grades GS-13 
through GS-15 for ODM and FCDA have both been high when 
compared with agencies whose responsibilities and functions enable 
the utilization of a high percentage of clerical and administrative em- 
ployees. Highly skilled and qualified, top level personnel are re- 
quired to develop the necessary complex plans and programs of 
OCDM. The basic program planning and development job in OCDM 
has typically been GS-13. The Civil Service Commission has period- 
ically inspected the personnel programs of ODM and FCDA and 
validated the grade level of the positions. 

Mr. Davis. How many inspections have you had ? 

Mr. Horeu. Two since 1954. 

Mr. Davis. How many positions were inspected each time? 

Mr. Herrevrincer. In the Federal Civil Defense Administration, 
during March and April of 1957, the Civil Service Commission re- 
viewed 53 positions. In the Office of Defense Mobilization, during 
January 1957, the Civil Service Commission reviewed 25 positions, 
and as a routine matter had reviewed all grades 14 and 15. 


45462—59——_8 
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Mr. Horeu. I personally review all appointments and promotions 
to grade 12 and up. If they do not meet the test they do not get it. 

Mr. JoHaNnsEN. Does the Civil Service review cover the grades 
below 12? 

Mr. Horeu. All grades, sir. 

Mr. JoHANSEN. So that the figures you cited of grade 12 and above 
relate only to that segment and there are Civil Service Commission 
reviews of the lower grades ? 

Mr. Herrevrincer. The review was at all levels. They tried to 
get a cross section of the entire structure. 

Mr. JoHANSEN. A spot check ? 

Mr. Herrevrincer. That is right. The same thing applied in the 
Office of Defense Mobiliization. 

Mr. JoHAnseN. Was 1957 the last such check ? 

Mr. Herrevrincer. January 1957 was the last check for ODM, 
and April 1957 was the last check for FCDA. There was a check of 
supergrades as of last week. They reviewed every one of those 
without exception. 

Mr. Horeu. I have established several procedures to insure con- 
tinuing review and control of the grade structure of OCDM. This 
control is first exercised through the establishment of a staffing pat- 
tern for the entire OCDM. The positions in the staffing pattern are 
determined through an analysis of the functions assigned to each or- 
ganizational element, program emphasis, the work processes to be per- 
formed, and the number of employees assigned to the function. Sub- 
sequently, each such position and any proposed increase in grade is 
reviewed very carefully by the management staff and the Personnel 
Office. And, in addition as I mentioned previously, I personally re- 
view all proposed appointments and promotions, GS-12 and above. 

The ave question was the functional area of personnel adminis- 
tration. 

The OCDM Personnel Office covers the normal personnel manage- 
ment functions. In addition, the Personnel Office handles the reserve 
staff program to provide the base for rapid expansion to meet a po- 
tential emergency, and the reassignment of personnel resources as 
necessary to conduct test exercises, such as Operations Alert. 

There are a total of 1,006 reservists available to the Agency at this 
time, under these reserve programs; the personnel work involved is 
essentially identical with that of paid employees. There are plans 
for 2,500 to 3,000 reservists by June 30, 1960. 

Mr. Davis. Where are those reservists recruited ? 

Mr. Horen. Throughout the Nation. 

Mr. Davis. What is the procedure for recruiting them ? 

Mr. Horen. Many associations and business organizations recom- 
mend to us men who have executive ability that the companies are 
willing to release for this type of public service. Union organiza- 
tions make recommendations, school organizations, all types of or- 
ganizations, and what we try to do is to get only personnel that we 
could use in case of an emergency to augment the various departments 
that we would have. 

Mr. Davis. Then you give them some training, do you? 

Mr. Horan. Yes. 

Mr. Jouansen. Are these all unpaid people ? 
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Mr. Horeu. They are all unpaid. 

Mr. Jomansen. And some or all may be called to an active status 
during an emergency ? 

Mr. Horcu. Not all. Some of them we will. We will rotate them. 
I said we do not pay them. We give some of them an expense allow- 
ance of $15 a day but no compensation for services. 

The Career Development Division of the Personnel Office handles 
the training of OCDM personnel, including reserve personnel. The 
employee training conducted is for the purpose of achieving more 
efficiency in regular OCDM operations, to prepare for handling emer- 
gency operations, and to prepare reserve personnel for emergency 
duty. We also take advantage of other Federal agencies who have 
programs already developed which meet our needs; such as the Air 
War College, Industrial College of the Armed Forces, Army War 
College, and so forth. Further we have a management intern pro- 
gram operating. 

Mr. Davis. Thank you, Governor, for that statement. 

You mentioned in the beginning of your statement a study made 
by McKinsey & Co. 

Mr. Horeu. Yes, sir. 

Mr. Davis. What was the cost of that study ? 

Mr. Horen. The Bureau of the Budget financed the original survey. 
The exact amount that the Bureau of the Budget paid, I do not have 
that figure. However, we carried it on after the reorganization was 
effected to make a study as to the staffing pattern and things like that 
and we paid them $19,000 for that. 

Mr. Davis. Over what period did that study extend ? 

Mr. Horen. From July 7 to, I think, the latter part of November. 

Mr. Jonansen. Of 1958? 

Mr. Horan. 1958, yes. 

Mr. Davis. I notice that in your statement you have indicated that 
you personally review the appointments and promotions of all persons 
to GS-12 and above? 

Mr. Horen. Yes, sir. 

Mr. Davis. That, of course, is very important, I think. I think it is 
fine that you do that. 

Do you have a program to review job vacancies for essentiality prior 
to filling a vacancy ? 

Mr. Horcu. Yes, sir. 

Mr. Davis. And do you have a program to review assignments to 
see if the jobs might be performed with fewer persons? 

Mr. Horan. Yes, sir. 

Mr. Davis. Will you explain that, please. 

Mr. Horeu. I have a definite wes in my department that each 
separate head must continucusly review the use of his personnel to 
see if we can do the work wiih less people and to see whether we can 
shift within the departments and augment certain programs that 
should he augmented. Of course, my management staff and person- 
nel division constantly do that too. 

Mr. Davis. Can you give us some instances of hew that policy has 
increased the efficiency of the operating personnel ? 

Mr. Horcu. I think Ican. If we get a new employee we insist he 
be thoroughly indoctrinated in our overall objective. I do not care 
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if he will be in Research or Operations or Communications, the Per- 
sonnel Division looks into it to see that he is properly informed as to 
our overall responsibility. 

Mr. Davis. Well, do you work all the way through your employees 
with that end in view of increasing the efficiency of the operating 
personnel 

Mr. Horen. Yes. 

Mr. Davis. Have you had to release any employees because of 
reduced workloads or because of a change in organization ? 

Mr. Horeu. In many instances we have been able to reassign them. 
If I observed or if the recommendation came to me that we did not 
need a man in a particular department, we would look over his papers 
to see if he had the capability to work in another department, and 
if so we would place him in that other department. 

Mr. Davis. Have you at any time abolished positions as they become 
vacant ? 

Mr. Horenu. Yes, sir. 

Mr. Davis. Has that been done extensively or rarely ? 

Mr. Horen. Quite extensively since July 1. As I mentioned, I am 
reducing the personnel in some of the offices. In my own office we 
used to have 28 and we are down to 18. We use the personnel in 
other departments if they have the capability. 

Mr. Davis. I think that is an intelligent way to handle it. If all 
the Government agencies could see the wisdom of doing that I think 
we would have a great deal of this problem of excessive employment 
solved. It would enable a substantial reduction in Federal employ- 
ment without creating a hardship on anyone and it would be a relief 
to the taxpayers. 

Mr. Horcu. We think we are doing a pretty good job today but I 
think we will be doing a better job. I would rather have good people 
than just quantity. I know a country that is now going to reorganize 
its civil defense and they are coming up with a T/O of 40,000 to 
do it. I think I can do it with 1,771 if Fong have the help of the 
States and local governments. That is why we need that $12 million 
in matching funds. 

Mr. Davis. Do you feel the interest of the States and local govern- 
ments in this program is increasing ? 

Mr. Horcu. It is increasing but it would be greatly accelerated if 
you people in the House would join the Senate—maybe I am talking 
too much but it is pretty deep inside. 

Mr. Davis. Feel free to speak frankly. 

Mr. Horcu. We have to have these funds to strengthen the local 
and State civil defense capability. When the chips are down, it is 
the State and local governments that have to respond immediately, 
and the Federal Government has the responsibility to make a con- 
tribution to that State and city. That is the reason we need this $12 
million in matching funds. 

Mr. JoHANSEN. Will the chairman yield? 

Mr. Davis. Mr. Johansen. 

Mr. JoHANsEN. Did I understand you to say some proposal was 
made from some source—and I am not asking the source—that in- 
volved 40,000 ? 
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Mr. Horan. No. I was talking about another country. It has one- 
twelfth the population we have and are setting up a T/O of 40,000. 

Mr. JOHANSEN. I think that is quite a tribute to you. 

Mr. Horex. No, it is not a tribute to us. It is a tribute to good 
commonsense. This is a combination of Federal, State, and local 
governments working together. 

Mr. JoHanseNn. And the key is the cooperation of the various agen- 
cies and not duplication ? 

Mr. Horen. That is right. I do not believe in duplication. For 
instance, the mayor of a city is the elected head of that city. The 
people expect that city government to be able to serve them in many 
ways. In case of a natural emergency the citizen looks to the mayor 
for help. In the case of a manmade disaster, it is the same thing. 
Take the city of Milwaukee, Wis. Every city employee has to take 20 
hours’ training every year in civil defense to have the capability of 
serving the people. We can extend that throughout the country if the 
Congress will give us $12 million to match administrative and per- 
sonnel expense for the staff. 

Mr. Davis. Is that $12 million for salaries? 

Mr. Horen. For staff only. 

Mr. Davis. It is not for supplies ? 

Mr. Horen. Yes; we match funds for supplies too. 

Mr. Davis. But you have adequate funds for that, what you need 
the $12 million for is for personnel ? 

Mr. Horcn. Yes. The House cut out the $12 million and I think it 
put a dagger in the very heart of the civil defense program. 

Mr. Davis. Approximately how many personnel would that $12 mil- 
lion take care of ? 

Mr. Horen. Approximately 3,600. 

Mr. Davis. Would they be Federal employees? 

Mr. Horcu. No. They would be State and local employees and they 
would be employed under a merit system, which is not always the case 
today. But you had the foresight in Public Law 606 to say that when 
the Federal Government contributes or matches funds with State and 
local governments they must first have the merit system. 

Mr. JoHANsEN. This is for additional State and local personnel sup- 
ported by State and local plus Federal matching funds? 

Mr. HoreH. Yes, sir. 

Mr. Atrorp. Will the gentleman yield? 

Mr. Davis. Dr. Alford. 

Mr. Atrorp. Do I understand you are setting up the program so 
that the Federal portion of the program will be a cadre in an advisory 
capacity and then the State and local governments will administer or 
actually put in force the program ? 

Mr. Horen. That is one way of putting it, sir. I merely wanted to 
point out why our grades are as high as they are. Actually we are 
a coordinating staff. Our responsibilities are to coordinate all of the 
Federal agencies in the nonmilitary defense and mobilization activi- 
ties of the President, and in addition to that to coordinate the State 
and local governments in the civil defense role. I consider myself as 
a coordinator for the President of all these agencies for the Nation. 

Mr. Atrorp. May I say to you, sir—and I know of your back- 
ground as the Governor of a great State—that I am glad to see you 
maintaining that relationship of the Federal to the State governments. 
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Mr. Horcu. I agree with you on that. I think this is a joint effort. 
Tt has to be a joint effort. 

Mr. Davis. Governor, you referred to the work and the function 
performed by the mayor of a city in an emergency. Is this program 
set up to function directly from your organization with the mayors 
of the cities, or does it go through the Governor’s office or the State 
office ? 

Mr. Horcu. It goes through the State, sir. 

Mr. Davis. If there is a conflict of opinion between the State office 
and the mayor’s office, who prevails? 

Mr. Hore. We move in and try to work it out, and so far we have 
been successful. Sometimes there is a conflict of personalities. 

Mr. Davis. You sometimes run into jeolousies ? 

Mr. Horcn. I have not found too much of that. One man is dedi- 
cated one way and the other is somewhat opposite, but you talk to them 
a little bit and assure them we have a common goal here, and I have 
had no difficulty. 

Mr. Davis. You have no difficulty there? 

Mr. Hore. Once in a while the conflict will continue after I leave. 

Mr. Davis. In that case who prevails? 

Mr. Horeu. The Governor. The Governor is responsible for civil 
defénse wthin his jurisdiction, and the mayor is responsible for civil 
defense within his, and the county commissioner within his. It is a 
matter of working together and I do not think we have ever had any 
real conflicts existing for long. 

Mr. Jowansen. Mr. Chairman, might I make the observation— 
and perhaps this is what my good friend from Arkansas was referring 
to—if by chance one of the byproducts of this whole program under 
your leadership is the rediscovery of the role of the States, if you do 
nothing else it might amply justify what you are doing in view of 
other trends I have observed from time to time. 

Mr. Horen. It starts with the local, supported by the State, sup- 
ported by the Federal. It is just like a natural disaster, such as a 
hurricane. The local government has to move in quickly, augmented 
by the State, and we go on the scene to throw the full weight of our 
capabilities in support of that effort. 

Mr. Davis. With reference to the 91 additional employees, an in- 
crease from last year to this year, could you tell us where those addi- 
tional 91 employees have been placed ? 

Mr. Horcn. Yes, sir. 

In region 8 we have 30 or perhaps-33 as of now in that regional 
office. 

Mr. Davis. Where is that office? 

Mr. Horen. In Everett, Wash., 30 miles north of Seattle. There 
are 30 people there. 

At the training center at Manhattan Beach, N.Y., we have 23. 

I have increased the staff of each region to give them a resource 
and production capability by six. 

In addition to that I had to increase each region by two in the con- 
tinuity of Government program where you work with the Governors 
and legislators of each State and help them to formulate the proper 
laws to fit each State to get this progrem into effect. 
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In addition we have created the shelter and vulnerability reduc- 
tion unit. In that unit we have 17 employees. 

In addition I had to augment my public information and educa- 
tion program. I am a great believer in telling the people as to the 
effects of a weapon and what they must do to meet these effects. So 
we have accelerated and strengthened that department. 

In addition, I found some of the resources staff did not have suffi- 
cient manpower to carry all their responsibilities. For instance, this 
section 8, making the interpretation as to whether or not the import 
of materials is threatening to impair the national security. 

I had to augment that staff because we have pending before us 
seven petitions. I have ruled on two and will rule on another very 
shortly. 

Mr. Davis. What petition do you refer to, Governor ? 

Mr. Horan. The one I will rule on? 

Mr. Davis. You said you had seven pending. 

Mr. Horan. Yes. 

Mr. Davis. What are they ? 

Mr. Horen. Well, we finished on the oil imports. We have made 
a decision on that. We have made the decision on the heavy elec- 
trical equipment. I have one on manganese and one on cobalt, and 
one on fluorspar. I also have one on steam turbines and I have 
another one on small arms. 

Mr. Davis. What is involved in those petitions, and what do you 
determine ? 

Mr. Horen. Well, an industry or someone connected with imdus- 
try will file a petition before my office—before me—in which situa- 
tion they will set forth allegations contending that the importation 
of a certain type of product has an adverse effect on the national 
security, and that it threatens to impair the national security, and 
they will give the reasons. 

For instance, they may point out that if you continue to have these 
imports come in that this industry which you consider to be a vital 
part of the mobilization base might be jeopardized and, therefore, 
you would not be able to consider it as a part of the needed mobili- 

ration base. That could be one reason. 

Another reason would be that if you let this equipment come in 
you could not adequately have it repaired here because it is of foreign 
make and, therefore, might threaten to jeopardize our security. 

Mr. Jonansen. What is the statutory source of the OCDM’s 
authority ? ‘ 

Mr. Horeu. That is section 8 of the Trade Extension Act. 

Mr. Davis. In connection with that, let me ask you this question. 
Do these applications apply only to orders that you are giving out 
yourself, or to imports generally into the country? 

Mr. Horen. Importations generally, sir. It is never as a result 
of our actions but we have to do this. Then we file in the Federal 
Register a notice, and everyone that is interested—domestic and for- 
eign industry—and Government—come in and file petitions. 

We will get a mass of material that thick [indicating] or about 
1 foot high. Then we have to go through it and analyze it and then 
we have to confer with several Federal agencies that are involved 
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like the Department of Defense, the Department of State and the 
Department of Commerce, as well as the Department of Interior. 

Mr. JoHansen. What about the Tariff Commission? Does it in 
any way overlap your responsibility ? 

Mr. Horen. None whatsoever; no, sir. 

Mr. Davis. This remedy which you are describing now is similar, 
is it not, to remedies that are provided under this so-called Reciprocal 
nee legislation such as the peril point and escape clauses, and so 
forth? 

Mr. Horeu. As you mentioned, the Tariff Commission has to make 
some rulings. They generally have the responsibility. We get into 
the act because of congressional legislation that you will have this 
as an escape route. 

I do not think that is the proper description, but it is another way 
of examining whether or not imports are threatening to impair the 
security of the Nation. 

Mr. Davis. What particular factors determine whether the appli- 
cation will be made to you or to the Tariff Commission ? 

Mr. Horen. That, of course, would be up to the industry. I think 
they go to the Tariff Commission first generally speaking, sir, and 
then after they get their ruling there they look at it and say “Well, 
this has an impact on the security of this country and for that reason 
we will go to the Office of Civil and Defense Mobilization.” 

Mr. Davis. They go through all that machinery and are lucky 
enough to survive and get turned down but, then, they can come to 
you in the hope that they might get some relief? 

Mr. Horeu. As provided by legislation; yes, sir. 

Mr. Dutsx1. With reference to your employees, Governor, I note 
has 1 person in personnel for every 89 employees and the Army has 
which is rather high. Can you account for the fact that the Navy 
has 1 person in personnel for every 80 employees and the Army has 
1 Sag in personnel for every 84 employees? 

r. Horeu. In personnel [ have but eight-tenths of 1 percent. Now, 
in administration, I think that is what you had reference to— 

Mr. Dutsxr. You have 1,577 employees and if you divide that, 
according to the records I have here, you have 1 person in personnel 
for every 49 persons employed. 

Does that include the personnel in administration also? 

Mr. Herrecrincer. We have reservists, sir, which require the same 
amount of time to process their actions. It takes the same amount 
of time to process their actions as it does for a regular classified em- 
ployee. So, we consider as of today we have 2,764 people whose 
papers the personnel office must handle, and it figures out to be eight- 
tenths of 1 percent of our people in personnel. For the OCDM and 
certain employees drawing full-time salary, you are right. However, 
we do have these reservists and the Personnel Office has to handle 
their records. 

Mr. Dutsxt. The reservists were not calculated in this? 

Mr. Herrevrrncer. Not in the figure of 1,577, but the reservists 
require the same amount of time. 

Mr. Dusk. That is what brings your average up so high? 

Mr. Herrevrincer. Yes, sir, because when you measure it against 
the on-board it looks as though we are out of proportion, but when 
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you list the reservists which have exactly the same processing, we 
have included them when we count our ratio. 

Mr. Jonansen. If I may anticipate one point, so that the record 
will not convey any impression of special consideration or tenderness 
by the gentleman from Michigan because the headquarters are in 
Battle Creek, I will ask the question : 

I think it well to have the record show as to whether there is any 
serious duplication either of functions or activities of the personnel, 
administratively or otherwise, as between the Washington head- 
quarters and those operations and functions that are carried on at 
the operating headquarters in Battle Creek ¢ 

Mr. Horan. There is none. They support each other. The ad- 
vantage of having an operational headquarters at Battle Creek is 
that if the chips are down I have another place from which I can 
operate, but they support each other. There is no duplication. 

Mr. Davis. Governor, do your people engage in any overtime work 
and, if so, what percentage / 

Mr. Hora. We have recently, I know, because I have insisted on 
it in order to get out some critical materials, for instance, on this 
family fallout shelter. We had some overtime on that. I know that 
because I had a deadline and I would not give ground. Once in a 
while we do. Now, the percentage Mr. Heffelfinger can find for me, 
but if I have a job to get done in a certain time I want it done then 
and if it is necessary to augment by overtime, we do it. 

I try to keep it at the minimum because it is not good for morale 
and I recognize that. 

Mr. Davis. Mr. Heffelfinger, do you have that figure ? 

Mr. Herrevrincer. I have the figures, sir. We count our overtime 
by two methods. One is the forfeiture of annual leave which the 
employees are unable to take because of assignments given them. 
Last year we forfeited 12,181 hours of annual leave. In addition to 

that, we paid a total of $221,404 for overtime or holiday or night 
differential. 

Mr. Davis. What percentage of your payroll would that be? 

Mr. Herrerrincer. It is about 1.5 percent, or 1.6 percent. 

Mr. Davis. You have consultants on your payroll ? 

Mr. Horan. Yes, sir. 

Mr. Davis. How many? 

Mr. Horen. I have 129 consultants and experts of which 65 re- 
ceived some pay in June 1959. 

Mr. Davis. What type of work do they perform, and how long do 
you generally have them, and how much do you pay them? 

Mr. Hore. Most of these consultants are for research; that is, 
to augment research, and they come in as needed. We have econo- 
mists, industrial specialists, and medical personnel and we pay those 
people amounts varying from $35 to $50 a day. 

Mr. Davis. How long do you generally have them employed ? 

Mr. Horeu. Generally speaking, I would put them on for a year. 

That does not mean they work that length of time. They may 
only work, maybe, 2 days out of the year, or sometimes 10 days. 

Mr. Davis. And they are paid for the time they work? 

Mr. Hore. That is all. 

Mr. Davis. What contracts do you have in effect. covering work 
normally performed by Government employees, if any ? 
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Mr. Hogcu. I have none. 

Mr. Davis. Well, you have given some very interesting informa- 
tion to us, Governor, and we appreciate very much having it. 

Are there any further questions? 

(No response. ) 

Mr. Davis. Thank you very much. It is nice to have you. 

Mr. Horeu. Thank you. It is nice to be with you. 

Mr. Davis. We are glad to have Mr. James A. Campbell with us 
today. Mr. Campbell, if you think you can make to us a statement 
in the time that remains, we shall be pleased to have it, and if not, 
we can set you up for a hearing later on. 


STATEMENT OF JAMES A. CAMPBELL, PRESIDENT, AMERICAN FED- 
ERATION OF GOVERNMENT EMPLOYEES, ACCOMPANIED BY ALEX 
WINCHESTER, U.S. COAST GUARD STATION, ST. GEORGE BASE, 
STATEN ISLAND 


Mr. Campsett. I think we can finish it, Mr. Chairman. 

Mr. Davis. If you want to place your statement in the record, you 
may do that, and then just highlight certain portions of it. 

Mr. Campsett. Mr. Chairman, with your permission I will place 
the statement in the record and just bring some features of the state- 
ment to the attention of the committee. 

Mr. Davis. Without objection, it will be admitted at this point in 
the record. 

( The statement referred to follows :) 


STATEMENT OF THE AMERICAN FEDERATION OF GOVERNMENT EMPLOYEES 


An important aspect of the Government’s manpower utilization problem is the 
impact on personnel resulting from the transfer of services by contract to private 
industry. The adverse effect of this practice has long concerned the American 
Federation of Government Employees. We welcome the opportunity to state 
for the benefit of this committee reasons for our opposition to such contracts, 
with some specific instances which indicate their disadvantage both to the 
Government and to the employees who are harmed. 

The transfer of such services as the maintenance of public buildings or the 
operation of laundries to private industry inevitably reacts on Federal employ- 
ment. The discontinuance of such services can mean only that the persons em- 
ployed to perform the service must have their employment terminated, and seek 
work elsewhere. Often they are not employed by the private contractor who 
uses a force already assembled or has other sources of manpower. 

We are naturally interested in this problem because of the dislocation of 
employment which results. We recognize that this contracting has the ostensible 
objective of economical operation, but we question the possibility of achieving 
the economy which has been claimed. 

It is our considered opinion that the policy of encouraging and directing the 
increasing use of management and operating contracts is a compromise with 
good government for the benefit of private contractors. We contend that a show- 
ing of advantage to the Government is in nearly every instance false premised. 
The Government should not be cast in the role of achieving economies by hiring 
cheaper labor, and yet, in many instances, that is the principal means of accom- 
plishing the so-called savings which have been reported. The Government does 
not, of course, directly employ labor at lower wages, but in deputizing a con- 
tractor to do the work with employees to whom he pays less than the rates 
formerly paid by the Government, the effect is the same. 

Another means of doing a less costly piece of work is to reduce the quality of 
the work. We contend that this is the means of attaining so-called economies in 
some of the instances of contracting by the Government. It is a difficult conten- 
tion to prove without proper access to all the facts, which we do not have. But 
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this committee has such access and we therefore ask the committee to press that 
point in an investigation of its own which will prove that providing ample and 
justifiable return to the taxpayers is not necessarily a matter of bookkeeping 
alone. 

There are ways of determining cost which either do not reflect all the elements 
of cost, or which misinterpret them. There are instances in which economizing 
is seemingly proved, but which do not prove convenience to the Government, 
propriety of nongovernmental operation, or due recognition of the interest of 
national security. 

This Subcommittee on Manpower Utilization evidently recognized these falla- 
cies of the policy of contracting for services that have been traditionally gov- 
ernmental, when in its report to the chairman of the full committee, it expressed 
its fears of the consequences of this policy in these words: 

“Nor, in the judgment of the subcommittee, is there justification—except in 
emergencies—for contracting out work that historically has been, and should 
be, done by Federal personnel and which such personnel (including top manage- 
ment) actually is paid to do. ‘ This growing practice has become a matter of 
grave concern to thousands of capable and dedicated men and women in Govern- 
ment service. These people are keenly aware of the effect on their own jobs and 
their future in the Government. * * *” 

Bureau of the Budget Circular No. A-49, dated February 25, 1959, states cer- 
tain criteria for developing policies concerning the use of management and 
operating contracts. It states that such a contract is not generally suitable 
unless “contractor operations are judged to be more economical than direct 
operation by the agency, or where probable increased cost of contractor operations 
is likely to be outweighted by a significant increase in effectiveness of opera- 
tian 3.” 

How can this criterion justify the replacement of experienced Federal person- 
nel with the employees assembled by a contractor when such employees can have 
no greater qualifications for doing the job and their greatest basis for preferment 
is that the contractor is obtaining their services at lower wages than those paid 
to civil service personnel performing comparable duties? 

In the course of this statement, we will endeavor to present various informa- 
tion and comment to the Subcommittee on Manpower Utilization that is conduct- 
ing this hearing with respect to the impact of governmental contracting policy 
on the discontinuance of the use of Government facilities with the related 
effect of displacing Federal personnel. 

It is recognized that the primary objective of this policy is to discontinue 
Government commercial-industrial type activities to avoid placing Government 
in competition with private business and at the same time achieve potential 
economies. 

There is the plain implication that the Government should scrupulously avoid 
that type of activity. But need that be true of itself? We submit that there 
is no inherent inconsistency in the Government engaging in commercial or indus- 
trial-type of activity when it is plainly to the advantage of the Government 
to do so. 

What can be more defensible than the Defense Department maintaining its 
own civilian crews of maintenance mechanics to insure maximum operating 
efficiency of the planes flown by members of the Armed Forces? These skilled 
crews may be expected to adhere more closely to the standards and requirements 
of the specialized needs of the Armed Forces if they are directly under the 
supervision of the military agencies. 

Nor can we detect any major advantage in the Government handing over to a 
private contractor such housekeeping functions as the maintenance of public 
buildings or the operation of hospital laundries. With respect to the foriner, 
the assignment and management of personnel is the largest element involved, 
Are we to assume that Government management is inferior to the management of 
a private contractor? 

Of course, it will be objected that the Government agency concerned continues 
to exercise overall management. Then it becomes merely a difference of indi- 
viduals with essentially the same assigned tasks being on one payroll rather 
than on another. We will develop this situation further later in this statement. 

It is our hope to give this subcommittee our comment based on our observation 
and on certain information we have received from members of the AFGE and 
others with whom we have discussed this problem. Also in this statement will be 
included a number of actual instances in which Federal employees have been 
harmed as well as mention of apparently uneconomic operations. We cannot, 
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for obvious reasons, identify the individuals in person, but we believe that this 
does not detract from the value of the information or comment because it is our 
primary objective to suggest avenues which committee staff can pursue with 
facilities for obtaining complete and accurate information which are not available 
to our organization. 

Public buildings under the management of the General Services Administration 
until recently were cleaned by that agency. That is no longer true, and the 
amount of building space which the agency is having cleaned under contract has 
shown a decidedly upward trend. 

In 1955 GSA managed 101.9 million square feet of building space, and of that 
amount of Government-managed space, 83.7 million square feet were cleaned by 
GSA employees. Of the remainder, 3.1 million were cleaned by private contractor 
and 15.1 million square feet of leased space were owner-serviced. In 1959, 111 
million square feet of building space were managed by GSA. The amount 
serviced by GSA was 77.8 million square feet as compared with 83.7 million 
in 1955. 

In this period of more than 4 years, the building space managed by GSA had 
increased 9 percent, but the area for which there was cleaning responsibility had 
decreased more than 7 percent. The area for which GSA contracted directly had 
increased more than four times. 

GSA claims sizable savings by reason of employing private contractors to 
service many of the buildings under its management, amounting to 138 percent in 
the Washington, D.C., area, and 34 percent in the Dallas region. However, these 
savings are offset to a considerable extent by a higher cost in the Boston region 
of 7 percent, in the New York region of 8 percent, and 15 percent in Kansas City. 
Thus there are areas where the cost of contracting is higher than that of GSA 
operation, others where it is lower, the average being 8.5 percent overall. The 
result is that GSA is doing a great deal of extra administrative work in devel- 
oping and administering contracts which must be done by well qualified employees 
without effecting any real economy in operating costs. 

This saving is relatively small when it is achieved by substituting another 
work force for Federal employees. GSA claims that it resulted in removing but 
48 employees from their assigned duties, and that at least 11 of that number were 
otherwise assigned. 

The saving is so small that one might raise the question as to whether it is 
as desirable as the figures would indicate. After all, it is an admission by the 
Government that it cannot do a job as well as a private contractor. It is a job 
that does not require special training. What then is the reason for the saving? 

Admittedly a substantial element in the cost differential between Government 
and commercial operation is labor cost. In Washington, D.C., that is typified 
by the difference between the hourly wage of a grade 1 GSA employee at $1.28 
and the wage of a cleaner working for a contractor at $1.15. 

The GSA estimate of comparative cost for the entire country indicated that 
the total wage differential for 58 buildings was $219,368. If this differential is 
estimated, as it will be on a long-range basis to a large extent, the net saving 
would be much smaller than the 8.5 percent claimed for fiscal year 1958. 

General Services Administration has negotiated 985 contracts valued at $1,124,- 
327 for building service work not formerly done by the Government. In addi- 
tion to 356 contracts for cleaning and janitorial work and 185 contracts for 
waste removal, this includes contracts for such services as window washing, pro- 
tective systems and services, laundry, dry cleaning and towel service, mainte- 
nance and rental of refrigerating and cooling equipment, hauling and unloading 
coal and other services. There have been 38 contracts for building service where 
work other than cleaning and janitorial service was formerly done by the Gov- 
ernment, and the contracts for the care and maintenance of 58 buildings already 
discussed. The total number of these contracts is 1,081 with a total value of 
$3,960,781. 

The Veterans’ Administration is another large Government agency which is 
being urged to adopt a policy of using private contractors for certain of its varied 
services. Under immediate consideration is the contracting of laundry service. 
Adoption of such a policy would affect some if not all of the 142 laundries now 
in operation at VA hospitals. 

At present pilot contracts are in effect for the laundries serving five VA 
hospitals—Bronx and Manhattan in New York City, Nashville, Tenn., Jackson, 
Miss., and Washington, D.C. The contfacts are for 1 year and on the basis 
of experience gained by such operations the decision will be made as to the prac- 
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ticability and desirability of contracting laundry service on a broader scale. 
The Washington contract runs from February 1959, and the others from Oc- 
tober 1958. 

Thus it will be probably another year .before a careful appraisal can be 
completed. The final decision will be made on a combination of several fac- 
tors. Cost will not be the determinant. Officials will need to give considerable 
consideration to the relation of a contract laundry to the management and 
operation of a particular hospital, and what is of paramount importnee, to the 
welfare of the veteran patient. 

Meanwhile laundry equipment at these hospitals is in mothballs. What will 
happen to it in the event contracts become permanent policy poses another 
complex problem. Inevitably the Government will suffer some loss, perhaps 
of considerable proportions, if it must dispose of this equipment. 

Of far greater importance is the effect of contracting on lives and welfare 
of several thousand laundry service employees. So far the pilot contracts 
have taken their toll of employees. Although the VA did surprisingly well in 
reassigning the great majority of the 125 employees of the 5 hospitals affected, 
there were 30 separations. It is apparent that it is a problem that is poten- 
tially of tremendous proportions when the human element is considered. In 
one large VA laundry, the average service is 15 years. Some employees are 
well along in years and, lacking specialized training, would have virtually 
no opportunity of obtaining other employment. 

The policy outlined in Budget Bureau Circular No. A449 is that the use of 
management and operating contracts is not generally suitable unless ‘“con- 
tractor operations are judged to be more economical,” or unless increased 
cost is outweighed by “effectiveness of operations.” How can this criterion 
justify the contracting of laundry operations by the Veterans’ Adm ‘nistra- 
tion? The use of such outside facilities can scarcely be looked upon as promot- 
ing “effectiveness of operations” when private hospitals have found it almost 
uniformly acceptable to operate their own laundries. Again the difference is 
likely to be achieved in large part by lowering wage standards. 

From the standpoint of cost and efficiency, the advisability of the change may 
be seriously questions. According to the American Hospital Association, ap- 
proximately 90 percent of all hospitals having 500 beds or more operate their 
own Jaundries. 

If equipment is no longer needed, it could be sold at a sizable loss. Linen in- 
ventories would necessarily need to be doubled or even tripled. Linen losses 
will be greater due to more handling and the total effect would be adverse 
to morale and productivity of other employees. 

One writer in Hospital Management listed many advantages of a hospital 
or other institution having its own laundry. He said in part: 

“The operation of an instiutional laundry means a savings of 30 percent or 
more, compared to what it would cost to have the same volume of laundry work 
done in an outside laundry. With a laundry plant operating within the institu- 
tion you are guaranteed of continuing adequate supply of clean linens for all 
departments. You also have the assurance that every emergency requiring 
extra linen service, will be satisfied.” 

Another writer in Hospitals indicated the advantage of a hospital having its 
own laundry, but stipulated that the institution would lose the advantage if 
it had obsolete equipment, incorrect layout, untrained management, and poorly 
supervised personnel. If conditions in these areas were satisfactory, this writer 
declared that “on the basis of flatwork alone, this 200-bed hospital laundry 
should pay for itself in savings in costs in from 4 to 5 years. Twenty to twenty- 
five percent return on money is not a bad rate of interest.” 

It is understood that the Veterans’ Administration has been under pressure 
to contract other services, but at this point further extension of this device ap- 
pears unlikely. It has been suggested that the VA contract such service as auto- 
mobile repair. The use of contract operations for such activities as the food serv- 
ice or cleaning or janitorial service in hospitals definitely does not strike a re 
sponsive note among VA officials. They point out that the maintenance of strict 
sanitation standards are involved in maintaining food service. As to contracts 
for cleaning or such housekeeping functions, it is likewise pointed out that the 
VA must have control, for there are too many opportunities for infections being 
introduced into a hospital even to consider modifying the full control of the 
hospital management and staff of all existing conditions. 
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The VA once operated its canteen service on a concession basis, but found 
it unsatisfactory. It was discontinued and the present VA-operated service 
has been authorized by Congress. 

That policy of supposedly getting the Government out of activities which are 
commercial-industrial in character has been applied extensively in the Depart- 
ment of Defense. While its objective is to eliminate competition with private 
business, the policy has been followed in many instances to the disadvantage of 
the taxpayer and the detriment of Federal employees. We would like to put 
into the record some instances of handing defense activities over to private 
business or of planning to substitute private contractors for Government opera- 
tions that will illustrate our point. 

Maintenance work on housing at Fort Lee, Va., is an example of the disadvan- 
tage and lack of economical operation which is so often true of utilizing contract 
services in lieu of a regular Government work force. If a sufficient number of 
workmen were assigned to the post engineer, they could handle the work which 
now is given to private contractors. 

Much of the work consists of relatively small jobs. It may be the installation 
of 12 or 20 water coolers which are needed immediately, 10 electrical outlets, 
the installation of 3 or 4 electrical lighting fixtures, or the conversion of heating 
equipment for gas operation. Usually the tenants want the work done as soon 
as possible. Because of an inadequate work force, such jobs are given to private 
contractors. 

The present force is well able to do such jobs. They have done hundreds of 
them. There are, for example, sufficiently capable electricians to do any job 
requiring their skill, but there are not enough of them to handle the volume of 
work which must be done in a hurry. So they are being done the more costly 
way, and it is the taxpayers who are footing the bill. 

That is not the whole story of what is happening at Fort Lee because sufficient 
funds are denied the maintenance shops for them to be manned by a large 
enough crew to meet the demand for their work. Part of the slack is being taken 
up by military labor. Soldiers are assigned to duty for which they did not enter 
the Army. At present 64 GI’s are assigned to the post engineer. 

‘his number of military personnel includes 11 light tractor operators, 8 hand- 
power mower operators, 12 laborers, as well as light-truck drivers, and heavy 
equipment and air compressor operators—45 in all. The remaining 19 include 
3 electricians’ helpers and 4 plumbers’ helpers. For the most part they are not 
qualified craftsmen. For that reason these men are not to be found in the 
refrigeration section, nor would the carpenter shop put one of them on a power- 
saw. 

Only an investigation at this installation or at any other station where similar 
conditions prevail will uncover all the facts that will prove how costly these 
instances of contracting have become. It is suggested that this committee make 
such an investigation. 

At Mather Air Force Base, Sacramento, Calif., there are three maintenance 
contracts in operation. The whole office machine repair shop was disbanded 
and personnel were transferred to other sections, mostly to lower-paid classi- 
fied jobs. There was a RIF 2 years ago and shortly afterward it was decided 
that there were not enough employees remaining to repair flight clothing and 
do other work on fabrics that a contract was signed with a shop in Sacramento to 
do the flight clothing repair. 

Another contract for plane maintenance brought about 100 employees of the 
contractor to the base. They use the complete shop facilities and furnish only 
their handtools. Among base equipment used by them are tugs, trucks, airguns, 
airhose, drills, and all special tools. One ironical aspect is that other shops 
run out of towels and hand soaps and the men were told that Government funds 
have been depleted. One Government-operated shop has had borax powder three 
times in a year. Twenty-two men are allowed limited quantities of waterless 
hand cleaner. The facilities for employees of the contractor are not so limited. 
There is no such restriction on funds when they come from a Government 
contract. 

There is evidence of a beginning trend toward the replacement of Government 
inspectors at defense plants by inspectors directly employed by the prime con- 
tractors. If this practice is adopted by all prime contractors, it will eventually 
eliminate hundreds of Government inspectors presently assigned to subcontrac- 
tors’ plants. The result will be a considerably increased cost to the Govern- 
ment. The average salary of a supervisory Government inspector is about 
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$6,000 a year compared to an approximate salary of $8,000 a year for a super- 
visory contractor inspector. 

Such a practice is also costly from the standpoint of duplication of effort, non- 
conformance to Government requirements, waste of space and waste of man- 
power. It also would work a hardship on the subcontractor. A plant may have 
several prime contractors’ representatives—one for each prime contractor. 
Each of these representatives must have a complete record of inspection, mate- 
rial review records, laboratory control records, and a number of other similar 
records, all of which is an unnecessary duplication. 

Lack of uniformity is likely to result because each representative is primarily 
concerned with requirements stated by his own quality and production control 
offices. 

The subcontractor is required to provide each prime contractor’s representative 
with a fully equipped office with clerical assistance and parking space for his 
ear. At times this space is more urgently needed for other purposes. From the 
standpoint of manpower, the Government inspector is able to control the quality 
and quantity of parts for a number of prime contracts in addition to maintenance 
of Government machinery. In 1 case 6 Government inspectors did the overall 
job, while 16 prime contractor inspectors controlled their respective parts and 
nothing else. 

Maintenance painting at the Clearfield, Nev., Naval Supply Depot is being 
done by private contractor, and yet one painter was scheduled for separation in 
a recent reduction in force. Contracting is not new at the depot; for last year 
four apartments and certain quarters were painted in that way. 

A significant example is the situation at the Redstone Arsenal, Huntsville, 
Ala. Private contractors operate Government-owned plants at the arsenal. For- 
merly qualified Government inspectors examined the products of these plants, 
but now it is being done by inspectors employed by industry. 

There were 21 inspectors in one contractor-operated plant in 1955, but there 
are fewer than half that number at present. A few Government inspectors 
remaining have a subordinate role in contrast to their former one. In effect, 
they are doing no more than ratifying a statement by the contractor that a motor 
or a missile satisfies Government requirements. The number of contractor inspec- 
tors has tripled, owing to the drastic reduction of the number of Goveriuinent 
inspectors. The result of this continuous reduction in the number of Government 
inspectors is that the contractor inspects his own work. It is obvious that under 
such circumstances the interests of the Government are not adequately protected. 

A considerable amount of work that should have been assigned to McClellan 
Air Force Base was scheduled to be let on contract to private business at a cost 
of $2,529,150. It was the equivalent of 269,776 man-hours. The belief that this 
work should have been done at McClellan and thereby prevented reductions in 
force is predicated on the availability of such facilities at the base as a com- 
plete instrument repair shop with the latest equipment and trained personnel 
to operate it. 

It was indicated in the proposal to contract that the cost would be equivalent 
of $9.35 an hour, whereas $6.50 an hour is allowed for doing the work at the 
base. On this basis, if the work was done there it would result in a saving to 
the Government of about $775,000. 

McClellan apparently has suitable facilities for doing work that has been 
sent elsewhere. In recent months, the facilities for producing test equipment 
was being utilized about 40 percent ef capacity on a two-shift basis. Instru- 
ment overhaul and repair work is located in a building which contains about 
57,000 square feet and is valued at about $996,000. The building is almost entirely 
air conditioned and humidity controlled. The 525 employees working there 2 
years ago have been reduced in number to 400 because of reductions in force and 
cut in workload. 

The contracting of janitorial service to private firms has taken place in defense 
agencies as well as in those having civilian functions. Usually it is done for 
purpose of saving money, but occasionally it occurs because of lack of funds. 
Contracting has been under consideration at Fort Holabird, Md., where 13 
positions had to be abolished including those of 9 custodial employees because 
of fund limitations. Fortunately the availability of other positions to which 
they could be assigned prevent separations. Consideration has been given at 
this post to contracting for a portion of the janitorial services and bids have been 
invited. 
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Even when civil service employees are not actually displaced, contracting neces- 
sarily means that work that otherwise is given Federal workers is done by em- 
ployees of private employers. That has occurred at Laredo Air Force Base, 
Laredo, Tex., where aircraft maintenance has been taken over by a contractor 
that has been operating there since August 1958 and will be there at least until 
the end of this year. While it was stated by management that there would be 
no displacement of Government employees as a result of this contract, the fact 
is that authorized civilian strength in the aircraft repair section has been cut. 
This contract also illustrates the inconsistency of contracting. The base has 
Government employees who have had considerably more experience on the air- 
eraft on which the contract work is being done. They constantly supply the con- 
tractor with tools and advice about the work. 

Aircraft maintenance work is also being done on contract at McGuire Air 
Force Base, Trenton, N.J. Although there was no displacement of Government 
employees, obviously Government employees would be doing the work if it had 
not been let on contract. The type of work is modification and overhaul. It 
has been reported that the work at times is not as well done as if it were being 
performed by Government workers. 

Some aircraft mechanics were laid off at Spokane, Wash., when one of the 
airplane manufacturers took over the maintenance of planes. At Ashville, 
Ohio, civilians were laid off and contractors were given the work normally 
done by regular base employees. Contractors were engaged in building storage 
areas which could have been done by civil service employees who were laid 
off. 

The Defense Department is, so to speak, our national fire department. It is 
maintained to protect the people whenever and wherever there is a threat 
of war or the emergency of war occurs. Tampering with our defense machine 
by contracting its activities to individuals whose only objective is to make a 
profit is not in keeping with its primary and only purpose. The defense ma- 
chine must be operated in all its phases by men whose only objective is to main- 
tain it so as to be ready to meet any emergency that threatens the safety and 
well-being of our Nation and its citizens. It does not exist for the purpose of 
providing anyone with the opportunity of making a profit. It should never be 
possible for it to discharge skilled and experienced aircraft mechanics who 
are needed to keep the planes in the best possible mechanical condition. 

When we send up with our planes the finest young men we can find, whose 
training has extended over hundreds of hours and upon whom we have spent 
thousands of dollars to develop expertness in handling our military aircraft, it 
is certain that the American people wish those young men to have the best 
equipment obtainable, and to have that equipment maintained in as nearly 
perfect condition as human hands can accomplish. When the overhaul and 
repair of this equipment is turned over to an individual whose work is con- 
ditioned on the need for making profit, we are losing sight of the only objective 
en justifies the existence of our military machine—the protection of our 
Nation. 

These things have happened. They can happen again unless we adopt the 
measures necessary to prevent them. We must not allow the purpose of mili- 
tary support establishments to be vitiated by false economy and improper man- 
agement practices. 

Estimating the cost of Government operations as compared with those of pri- 
vate contractors raises a question as to the basic fallacy involved in the method 
of computing costs and prices which agencies are directed to use by the Bureau 
of the Budget. In Budget Bureau Bulletin 57-7, they are told that in making 
a comparison of prices with costs of Government operation “the costs of Gov- 
ernment operation should be fairly computed and complete, covering both direct 
and indirect costs, including elements not usually chargeable to current appro- 
priations, such as depreciation, interest on the Government’s investment, the 
cost of self-insurance * * * there shall'also be added an allowance for Federal, 
State, and local taxes * * *,” 

This method deliberately deprives the Government of the advantage it en- 
joys in not paying for the cost of insurance as well as its avoidance of tax out- 
lays because of its governmental status. What this method does is to make an 
arbitrary addition to the Government cost to offset the advantage which it has 
over a private contractor. This is no more defensible than it would be sum- 
marily to equalize the costs of two private bidders where one enjoyed certain 
advantages, such as nearness to the market or to the source of supply of raw 
materials. 
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In general, whether true economy is attainable through contracting for many 
services which have been traditionally performed within Government agencies 
and particularly those which are institutional in character may be seriously 
questioned. If the apparent saving in dollars is relatively small and the jobs 
of Federal employees are affected we are emphatically opposed. Besides the 
human values involved, there are standards of quality of service to consider 
as well as those persons, such as hospital patients, whose comfort and welfare 
are of vital concern. There are several important criteria to consider, and we 
recommend that these instances of contracting and others to which we have 
referred be investigated and appraised carefully. 

Thank you, Mr. Chairman, for making it possible for us to present our views 
on a subject of great concern to us as well as to your committee. 

Mr. Camppett. Mr. Chairman, I am James A. Campbell, presi- 
dent of the American Federation of Government Employees, and I 
am accompanied by Mr. Alex Winchester, an employee of the U.S. 
Coast Guard, St. George base, Staten Island. 

This St. George base is a maintenance and repair facility for Coast 
Guard vessels and buoys. 

Mr. Chairman, one of the points that we wanted to bring out, or 
one of the situations that we wanted to bring to the attention of the 
committee is the situation in the General Services Adminisration, and 
to explain the reason for a statement here that is not so complete as 
it mieht be. We do not have the full access to the official records 
which will enable us to lay all of the facts before the committee. We 
know these conditions exist and one of the things that I would like 
to ask is whether there is any possibility the subcommittee will make 
the kind of inquiry that it has the power and the authority to make. 
For example, the General Services Administration itself gave us 
some information—official information—about comparisons between 
the cost of contracting out certain services in New York, Boston, and 
Dallas, Tex., but we know that in Chicago there have been a number 
of contracts that have been entered into by GSA that involve a cost 
of 60 percent greater than performing the same services by the Gov- 
ernment employees. 

Mr. Davis. Is that covered in your written statement ? 

Mr. Campre.y. No, sir; that is not covered in the statement. That 
is the point, Mr. Chairman. We know that, but we cannot get the of- 
ficial records. 

Then, there is the situation in the Veterans’ Administration hos- 

itals. 

. Mr. Davis. What is the nature of that work, Mr. Campbell? 

Mr. Camppett. Building services such as cleaning and general 
janitorial work, and that sort of thing. 

Then, there is the situation in the Veterans’ Administration hos- 

itals. The officials tell us that they have been urged to contract out 
fatnidey work, and we have looked into that situation, and we have 
a statement that was made by one writer in a trade magazine named 
Hospital Management. He says the operation of an institutional 
laundry means a savings of 30 percent or more compared to what it 
would cost to have the same volume of laundry work done in an out- 
side laundry. With a laundry plant operating within the inst!t-1tion 
you are guaranteed a continuing adequate supply of clean linc»s for 
all departments. You also have the assurance that every emergency 
requiring extra linen service, will be satisfied. 
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Another writer in a paper called Hospitals indicated the advantage 
of a hospital having its own laundr yr stipulated that the insti- 
tution would lose the advantage if it had obsolete equipment, in- 
correct layout, untrained management and poorly supervised per- 
sonnel. If conditions in these areas were satisfactory, this writer 
declared that— 


on the basis of flatwork alone, this 200-bed hospital laundry should pay for 
itself in savings in costs in from 4 to 5 years; 20- to 25-percent return on money 
invested is not a bad rate of interest. 

Mr. Davis. Mr. Campbell, do you know what the approximate life 
of laundry machinery is, and how rapidly or slowly it would de- 
preciate ? 

Mr. Campsett. No; I have no information on that subject, Mr. 
Chairman. 

Mr. Davis. You are just quoting from an article there ? 

Mr. Aurorp. Mr. Chairman, may I say that I am glad to hear Mr. 
Campbell call attention to this. I do have some knowledge of this 
practice and know of one instance, at least, in which this has occurred 
in a Government hospital in an institution that had quite an elaborate 
laundry. Of course, I think there are several of us that have ex- 
pressed concern recently about contracting out services at a higher 
cost than it was costing the Government, and yet it was shown that 
there was a reduction in personnel. I think this is something that 
should be investigated thoroughly. 

Mr. Davis. Thank you, Doctor. 

Mr. Camppvetnt. The American Hospital Association—information 
that we received from the association—indicates that 90 percent of all 
hospitals having 500 beds or more operate their own laundries. 

Then, there is another situation, Mr. Chairman, which we think is 
very serious, and that is the increasing tendency to discharge Govern- 
inspectors in various defense plants and allowing the contractor to do 
his own inspecting. 

That is happening down at Huntsville, Ala., at one of the most im- 
portant athletes that we have in the whole United States, 
where the contractor is hiring more and more inspectors on his own 
payroll to inspect his own work. 

Now, the Government it seems to me is taking a tremendous risk in 
allowing that type of situation rather than to have its own inspectors 
who are responsible from the standpoint of their responsibility to the 
Government. 

Mr. Davis. Do you go into detail on that question in your prepared 
statement ? 

Mr. Campseti. There were 21 inspectors. 

Mr. Davis. I do not mean for you to read it, but I mean is that 
covered in detail in your statement ? 

Mr. Camese.ti. Yes, Mr. Chairman; it is. 

There is another situation that is not covered in the testimony, Mr. 
Chairman, in Boston, where there is a supervisor of a shipbuildin 
establishment. They have about 400 million dollars’ worth of wor 
up there, and they have this same situation where the shipbuilder is 
inspecting his own work as he goes along, and of course what, the 
Navy Department says is that when he certifies that he has inspected 
it, then he is accepting the responsibility. 
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Well, it is one thing for him to do that, and another thing for the 
Government to see that it is getting its money’s worth and to see that 
these ships can function when they turn them out. 

Mr. Davis. Well, that certainly seems to me to be a very extraordi- 
nary and unusual procedure. 

Mr. Camesett. That is exactly what is happening, Mr. Chairman. 

Mr. Scorr. Who authorizes inspections on that basis? What au- 
thority do the contractors have to do their own inspecting? 

Mr. Campseti. Well, the Navy Department authorizes it. 

Mr. Scorr. That is the responsibility of the various departments? 

Mr. Camppetu. Yes, sir; it is authorized because the Department 
does not have the inspectors. 

Mr. Scorr. They prescribe the rules and standards of inspections? 

Mr. Yes, sir. 

Mr. Jonansen. Mr. Chairman, I would like to observe first of all 
that I certainly agree very heartily with the witness and with the 
chairman that in the contracting out or in the assignment to private 
contractors of inspection services, I think that is indefensible if the 
responsibility of those inspectors is to protect and safeguard the in- 
terests of the Government as against the party engaging the services 
of an outside contractor. I think that is like limiting auditing of a 
bank to the internal audit of the bank. 

Mr. Camppetn. Exactly the same thing. 

Mr. Jonansen. Now, I do want to confess, Mr. Chairman, to some- 
thing that has been bothering me of late, and I am taking the liberty 
of thinking out loud on the record on the matter. 

I have in mind—and I do not regard those recommendations as 
automatically sacrosanct—but I have in mind certain areas of recom- 
mendations by the Hoover Commission with respect to the competi- 
tion by the Government in fields that might better or more properly 
or more economically if possible be handled by private enterprise. I 
think it is important that we be objective in differentiating, for ex- 
ample, between this type of thing where you are having an inspection 
service contracted out on the one hand or on the other hand contract- 
ing out administrative responsibility. I think that is indefensible. 
I do not want to foreclose the right to weigh the pros and cons of 
some of the other types of competition with private enterprise. I 
will say this: The aspect of even that which disturbs me is that it 
sometimes becomes a device for concealing or for misconstruing alleged 
reductions in Federal personnel. If you are contracting it out and 
paying for it, there is no savings in manpower simply because Fed- 
eral employees are not doing it. But, on the other hand, or the other 
side of the picture, I am wondering whether in all of the cost pictures 
which are presented with respect to, for instance, laundry activities, 
whether the cost of capital investments and of replacing equipment 
and so on which the Government must do where it carries on those 
operations, I am wondering whether those costs are figured as a part of 
the total comparative cost. 

If they are not, probably it is not a completely bona fide comparison. 

I want to reserve the right, Mr. Chairman, to weigh some of these 
matters in the light of the Hoover Commission recommendation. On 
the matter of delegating inspectional or supervisory functions, I think 
the issue is clear cut, and I think it is wrong. 
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Mr. Davis. Well, I think that all of these matters are considered in 
the light of the Hoover Commission recommendations and certainly 
all of the factors must be weighed in the determination of whether 
there is any savings or whether there really is an increase. 

Mr. Jonansen. I certainly do not want to see a device creating a 
phony impression of manpower reductions when there are not such 
reductions. 

Mr. Davis. Certainly not. 

Mr. Campsett, Mr. Chairman, here is another situation where a 
contract has been let—not for the purpose of relieving the Govern- 
ment of manufacturing some article or commodity that can be bought 
outside—but this is for administrative work. ‘This is the contract 
between the Army Transportation Supply and Maintenance Com- 
mand in St. Louis with the Desien Service Co,, Inc., 76 Ninth Avenue, 
New York 11, N.Y., for $3,046,285. 

This is a cost-plus-tixed-tee contract for the preparation of manu- 
scripts for the Department of the Army supply manuals and repair 
parts. That is purely administrative work. 

Here is another one between the Office of the Chief of Engineers, 
Engineer Supply Control Office, 410 North Broadway, St. Louis 1, 
Mo., with the Royer & Roger, Inc., 130 East 59th Street, New York 
22, N.Y. The amount of the contract is $562,336. It is a cost-plus- 
fixed-fee contract for performance of catalog work. These people are 
simply doing administrative work. 

Mr: Davis. Are these contracts referred to in your statement ? 

Mr. Camrpeit. They were not included in the statement, but if you 
would like for me to do so I shall be glad to. 

Mr. Davis. Do you want to file that supplemental list then as a part 
of the record? 

Mr. Camese.t. I will be glad to file that as a part of the record. 

(The supplemental matter referred to follows :) 


NEGOTIATED CONTRACTS 


1. U.S. Army Transportation Supply and Maintenance Command, 12th and 
Spruce Streets, St. Louis, Mo., with Design Service Co., Inc., 76 Ninth Avenue, 
New York, N.Y.; $3,046,285. Cost-pius-ixed-fee contract for preparation of 
manuscripts for Department of Army Supply Manuals and repair parts. Date: 
October 1, 1958. 

2. Office of the Chief of Engineers, Engineer Supply Control Office, 410 North 
Broadway, St. Louis, Mo., with Royer & Koger, lic., 130 East 59th Stieet, New 
York, N.Y.; $562,336. Cost-plus-fixed-fee contract for performance of catalog 
work. Date: July 1, 1957. 

Mr. JoHANSEN. I wonder whether you have any information as to 
whether there was any competitive bidding in connection with those 
contracts ¢ 

Mr. Campnett. No, sir; these were negotiated contracts. 

Mr. Jowansen. Of course, I would like to say this to my friend, 
and I am certain he will agree with it, that someday some of the 
segments of business in this country are going to get a deserved spank- 
ing. I think there have been too many evidences of raids on the 
Treasury of the United States through cost-plus contracts that were 
negotiated under the guise of a free competitive system when it is not 
competitive, and it certainly is not free. Someday I think some of 
the businessmen who are the first to complain to me about some of the 
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activities of government are going to have to be called up short. I 
think that is the other side of the picture. 

Mr. Davis. Well, it seems to be'the old story. It is wrong if the 
other fellow does it 

Mr. JOHANSEN. Exactly. 

Mr. Davis. But overlooked if it is me. 

Mr. JOHANSEN. It has been socialism except where they get a cost- 
plus-fixed-fee contract, and I think it is particularly inexcusable in 
regard to some of the businessmen of this country. 

Mr. Davis. Yes, sir. 

Mr. Campsetit. Mr. Chairman, there is another situation that Mr. 
Winchester brought to my attention, and that is at this Coast Guard 
establishment in New York. That establishment is there and it 
was created and equipped and nianned to service these Coast Guard 
vessels and these buoys that are necessary for channel marking and 
that sort of thing. What they set out to do was to have a good Man- 
ning table of personnel that could handle any repairs that come in 
on a ship where they are needed. What they have been doing is re- 
leasing personnel and getting this work done on contracts, some- 
times by people who are not fully competent to do it, and that at a 
cost that is greater than the cost that the Coast Guard would sustain 
in doing it with its own people. In the face of that, they allow these 
experienced mechanics who understand how to do the job like Mr. 
Winchester and others, they allow these men to go. It seems to me 
that experienced employees is one of their prime assets at an estab- 
lishment of that kind. 

Mr. Jonansen. Is it not true that the consideration of national 
security in case of an emergency where these skills might not be avail- 
able under contract at all, but might be needed right with the units 
themselves? 

Is not that an important consideration ? 

Mr. Campse.u. That is correct, Mr. Johansen. The thing that we 
contend is that in the Defense Department this question ought to 
be judged on the basis of the ability of the support establishment to 
meet its responsibilities in an emergency. 

Mr. JoHANSEN. Precisely. 

Mr. Yes, sir. 

Mr. Davis. Mr. Campbell, would you furnish us a supplemental 
statement on this matter to which you have just referred ? 

Mr. CAMPBELL. Yes, sir. 

Mr. Davis. And let it be filed as a part of your statement, giving 
as much detail as possible ? 

Mr. Yes, sir. 

(The supplemental statement referred to follows:) 


SUPPLEMENTAL STATEMENT OF THE AMERICAN FEDERATION OF GOVERNMENT 
EMPLOYEES 


The practice of transferring to private contractors many services and main- 
tenance and repair operations which have in the past been performed by civilian 
employees in the military agencies is of great concern to the American Federa- 
tion of Government Employees as was pointed out in previous testimony before 
this committee. 

In this regard there is an aspect which we believe warrants very close scrutiny 
by this committee. It is the practice which is being adopted in many military 
installations which have turned certain services over to private contractor 
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operation; the practice of supplanting Government inspectors by inspectors on 
the payroll of the contractor. In other words, the inspectors approving the ade- 
quacy of the contractor’s product in relation to meeting Government specifica- 


-tions is on the payroll of the contractor doing the work, the end result being 


that once the contractor-employed inspector has inspected and stamped an item, 
it bears the semblance of having been inspected and approved by a Government 
inspector. There is attached hereto as exhibit No. 1, a sample of the stamp 
used by a contractor-employed inspector which was furnished to us by our mem- 
bers, civilian employees working at an installation where this practice is in 
operation. 

There is another aspect to this problem in which we have great concern. 
This practice not only opens up great risk and temptation for inferior and 
substandard products to be passed and approved; it also means that civilian 
employees are being displaced and thrown on the labor market, adding to un- 
employment. Many times it means a serious waste of manpower and the in- 
vestment of many years’ training. The attachment listed as exhibit No. 2 
indicates the type of training received by an employee formerly assigned to in- 
spection duties; the pictures show the type of duties to which these employees 
have been assigned, after months of special training, due to the fact that their 
inspection duties have now been turned over to private-contractor-employed 
inspectors. We are reliably informed that the salary of Government-employed 
inspectors averages $6,000 per year compared to an average salary of $8,000 for 
a contractor-employed inspector. 

It also appears that this practice violates longstanding principles even to the 
extent of violating decision of the Comptroller General of the United States. 
The Acting Comptroller General in decision A-—5280, May 20, 1940, said of 
inspection, in part: “The term ‘inspection’ in the sense that it is used generally 
in connection with Government purchases, would seem to be confined simply 
to the ‘act or process of inspecting’ * * * for the purpose of determining, 
generally from outward appearances or mechanical operation whether the 
supplies or equipment purchased properly were prepared or assembled in accord- 
ance with specifications, free from mechanical defects, etc. In that sense it is 
a personal service and as such a Government function, involving personal judg- 
ment, and properly is for performance by Government employees under Govern- 
ment supervision.” Also in 6 Comp. Gen. 140 it was stated, “Personal services 
necessary in connection with governmental activities are for performance by 
regular employees of the Government who are responsible to the Government, 
and such services should not be performed by contractors who cannot be held 
responsible for failure or misfeasance in the performance of such duties ;” 


-and as to inspection service in particular, “The inspection of purchases by the 


United States is for the protection of the United States and not for the pro- 
tection of vendors and can be accomplished properly only by persons responsi- 
ble to the Government and acting under Government supervision.” 

In the Comptroller’s original decision on this subject on February 13, 1925, 
it was stated, “That the practice of having inspections of Government purchases 
made by parties other than official employees of the Government was not in 
accordance with law in that such a procedure involved the improper use of 
appropriations, and unauthorized employment of civilians for work otherwise 
provided for, and raised questions relative to the status of the inspectors and 
their findings.” (See exhibit No. 3.) 
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In view of the rulings made by the Comptroller General previous to this time, 
we are of the opinion that the Department of Defense may actually be violating 
these decisions in their current practice of assigning inspection duties and 
responsibilities to contractor-employed inspéctors in lieu of Government-employed 
inspectors. There is attached hereto, as exhibit No. 4, copies of correspondence 
received from our members affected by this practice, together with copies of 
official correspondence furnished to support their statements. 

The general practice of contracting out services normally performed by civilian 
employees is opposed by our organization as not being in the best interest of the 
Government. It has been demonstrated that the majority of such contracts are 
negotiated on a cost-plus-fixed-fee basis, and invariably the total cost to the 
taxpayer is higher than if the work had been performed by civilian employees. 
Members of our lodge at the U.S. Coast Guard Base, Staten Island, N.Y., inform 
us that numerous functions of the carpenter shop, the electronics shop, and the 
general repair shop have been turned over to contract operation. They point 
out that on one repair job it took the contractor crew of three men a total of 7 
days to perform a job that the regular yard crew of two civilian employees 
would normally complete in 3 days and that the hourly rate of pay for the con- 
tractor employees was $5.25 per hour compared to $2.94 for the comparable 
civilian employee. 

It is reported by our members in Alaska that a contractor at Ladd Field per- 
forming maintenance work has been drawing materials from Air Force bench 
stock ; that this is material which other departments are unable to secure; that 
in many cases it was necessary due to inferior workmanship for the small 
civilian crew to overhaul and correct the work which had been done by the 
contractor. 

It has also been pointed out that because of competitive bidding, the same 
contractor seldom receives a contract for the same services 2 years in succession, 
thus there is no continuity or experience gained by the employees doing the work. 
In many cases, this very thing is one of the most valuable aspects of work per- 
formance and failure in this respect adds to the overall cost of the operation. 

The American Federation of Government Employees appreciates the oppor- 
tunity of being given the privilege of submitting this additional information for 
consideration by the committee. 


(The exhibits referred to were received and are retained in the 
official files of the committee. ) 

Mr. Camppetu. Mr. Chairman, that about covers my testimony. 

There is one other thing I might call your attention to here. This 
isa picture. It appeared in a newspaper that is printed at Fort Mon- 
mouth, N.J. Thename of the paper is the Monmouth Message. This 
is a picture of three servicemen who have just had a week’s training 
in preventive maintenance and each one of them gets a kit of tools and 
from now on he goes around fixing leaks and trying to fix plumbing 
and wiring, and that sort of thing, after a week’s training. 

These are enlisted men in the Army. 

Mr. Davis. Would you like to file that for the record ? 

Mr. Campse.tu. With your permission, Mr. Chairman, I would like 
to file this as a part of the record. 

Mr. Davis. Without objection it will be admitted at this point on 
the record. 
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(The matter referred to follows :) 


al 


COMPLETE SELF-HELP COURSE— Wil- tenance. Holding newly issued tool kits 
liam Herbert, second from left, prevent- are (I. to r.) Sgt. Jake Fannon, Com- 
ive maintenance foreman, Post Engin- pany A; Sp5 Anthony Zubritsky, Com- 
eer, poses with members of Student pany O, and SFC John Lawson, Com- 
Regiment who recently completed one- pany L. (USASPubA Pic by Sp5 Hines) 
week course in minor preventive main- 


Mr. Davis. Mr. Campbell, we appreciate having you with us, and 
we thank you for your statement. . 

Mr. Camppett. Thank you, Mr. Chairman, for the opportunity to . 
appear before the committee. , 

Mr. Davis. The subcommittee will hold another meeting in the next 
few days, at which time ICA will again appear before the subcom- 
mittee. 

The meeting will now adjourn, subject to the call of the Chair. 

(Thereupon, at 12 noon, the subcommittee adjourned, subject to the 
call of the Chair.) 
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WEDNESDAY, SEPTEMBER 2, 1959 


Houses or RepresENTATIVES, 
SuBCOMMITTEE ON Manpower UTiLizaTIon, 
OF THE CoMMITTEE ON Post OFFICE AND Civi SERVICE, 
Washington, D.C. 

The subcommittee met at 10:05 a.m., room 215, House Office Build- 
ing, Hon. James C. Davis (chairman of the subcommittee) presiding. 

Mr. Davis. The subcommittee will come to order, please. 

I am glad to have Chairman Murray of the full committee with us 
this morning. 

The hearing today is a continuation of our discussion with repre- 
sentatives of the International Cooperation Administration earlier 
this summer. At that time the members of our subcommittee indi- 
cated interest in such areas as the procedures and programs in ICA 
to control the grades and numbers of their personnel, the use of con- 
sultants, the contracting out of training functions, and the kinds and 
types of foreign-aid programs in various countries. 

Since Mr. FitzGerald, the Deputy Director for Management of 
ICA, and his staff, appeared before the subcommittee on July 22, he 
has supplied several items that were requested by the subcommittee. 

This morning we will want to ask several questions concerning this 
information, as well as any other areas of interest to the sub- 
committee. 

I have in mind such areas as the contract which ICA has with Johns 
Hopkins University for training personnel, the allowances and bene- 
fits received by Federal employees overseas, and the agency’s pro- 
gram to rotate employees from oversea assignments. 

We are glad to have you with us again today, Mr. FitzGerald. 

You told us when you were here before that you had a vacation trip 
planned and we were glad to arrange our hearing date to your plans. 
We hope you had a pleasant vacation. 


STATEMENTS OF WILLIAM HE. G. FitzGERALD, DEPUTY DIRECTOR 
FOR MANAGEMENT, ICA; ACCOMPANIED BY H.H. HINDERER, 
DIRECTOR OF PERSONNEL; ROBERT BIREN, DIRECTOR OF 
MANAGEMENT PLANNING; IRVING ROSENTHAL, OFFICE OF MAN- 
AGEMENT PLANNING, ICA; AND DR. WILLIAM PHILLIPS, DIREC- 
TOR OF ICA PROGRAMING INSTITUTE, SCHOOL OF ADVANCED 
INTERNATIONAL STUDIES, JOHNS HOPKINS UNIVERSITY— 
Resumed 


Mr. FrrzGrraup. You are very kind and I appreciate that and I 
am very happy to be back again to assist you in whatever manner that 
we can. 
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Mr. Davis. Thank you, sir. 

On page 37 of the transcript of our public hearings of July 22, you 
indicated that 180 positions in Pakistan were eliminated through 
better organizational and procedural practices. 

Will you give us an example as to how this was done, please ? 

Mr. FirzGrravp. In Pakistan we had a large number of local na- 
tionals who were giving us support in our operation. . 

In the figures, if you will note, there were substantial reductions. 

Mr. Davis. Fifty percent is what you told us? 

Mr. FrirzGrrawp. Yes, sir. We brought about these reductions by 
better utilization of our support people—people who were supporting 
our technicians in the field and at headquarters; people who were per- 
forming the various clerical, accounting, and administrative type oc- 
cupations. We found that with better indoctrination and orientation 
and also the reduction of services which were being rendered, we were 
able to cut down the number of local nationals. 

Mr. Davis. I would be interested to know why there were so many 
in the first place and specifically what was done to make these reduc- 
tions that you talk about. What services did they perform; and how 
did you eliminate these services?) How were they better indoctrinated 
and what was the procedure ¢ 

Mr. FirzGrratp. When that program started, if you recall, it was 
essentially a heavy impact program with a substantial sum of money 
being involved. 

We had to develop with the Pakistan Government a number of proj- 
ects which at the beginning appeared to be beneficial to the Pakistan 
Government. 

Mr. Davis. Generally speaking, what did they consist of ? 

Mr. FrrzGrratp. They were in agriculture, education, public health, 
community development, technical advice on communications and 
roads, power, industrial development, and practically the full spectrum 
of economic development. As a result of bringing in a substantial 
number of U.S. nationals to engage in advising and counseling in these 
aka areas, we found it necessary to bring in a substantial num- 

er of Pakistan to train them to give them some know-how in these 
projects. We found, as we went along, that we were able to reduce the 
number of projects or consolidate them. 

Mr. Davis. Can you illustrate what reductions were made when 
you consolidated ? 

Mr. FrrzGerap. For instance, in the field of agriculture, we might 
have four different projects in regions for a matter of fungus growth 
or the intensification of agricultural productivity in a particular com- 
modity, in a particular grain. Those, in turn, would be started in- 
dividually in different regions and we might find, after experience, that 
we were able to reduce the efforts in one area or coordinate the total 
effort and reduce personnel. 

Mr. Davis. Did you just have some pilot projects or did you put 
people out all over the country to supervise agriculture in every section 
of the country ? ; 

Mr. FirzGrrarp. I think we started with pilot projects and we 
found, with experience, that we were able to reduce the number of peo- 
ple that we had supporting those projects. 
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This is a matter of experience in working with the Pakistan Gov- 
ernment 

Mr. Davis. What year did those’projects start over there? 

Mr. FirzGrravp. I am not sure, Mr. Chairman. I think we went 
into Pakistan in 1953 or 1954. I would like to correct this for the 
record but I think it was 1953 or 1954. I can give you the exact figure 
later. 

(The information follows :) 

An agreement for technical cooperation between Pakistan and the United 
States of America was signed on February 9, 1951. 

A supplementary agreement for technical cooperation between Pakistan and 
the United States of America was signed on February 2, 1952, and this provided 


the first funds ($10 million) for the program. 
The first technical cooperation project agreement (village aid) was signed on 


June 30, 1952. 

Mr. Davis. By February 1958 you had built wp the employment of 
local Pakistani employees to a figure of 1,057. Is that correct? 

Mr. FrrzGerawp. Yes, sir. 

Mr. Davis. Was that substantially the number you started with? 

Mr. FrirzGeratp. No, sir. We built up to that and we found with a 
few years of experience how we could improve our operations and re- 
duce the number of effective personnel. 

Mr. Davis. I notice that you said also that while 180 positions were 
eliminated through better organizational and procedural practices, 
that more than 320 positions were eliminated by arranging contracts 
for these services. 

With reference to the 320 positions eliminated, did that result in 
any saving, or was the money spent by arranging contracts for 
services ? 

Mr. FrrzGeravp. We think that there was little saving in the con- 
tracting of those services, but we feel that we got considerably greater 
efficiency out of the operation. 

Mr. Davis. So far as reducing the expense of the project, that was 
reduced by the elimination of 180 positions and the 320 that were 
eliminated through the contracting-out procedure, that really did not 
result in any saving? 

Mr. FirzGrravp. I think that isa fair statement, Mr. Chairman. 

As you know, we are constantly seeking to get increased support in 
the form of trust funds or direct contribution from the host govern- 
ments in regard to the support of local nationals. ; 

Mr. Davis. How are these contracts that are referred to in your 
testimony, and which resulted in eliminating 820 positions, paid for 4 
Are they paid for with local currency or are they paid for with U.S. 
dollars? 

Mr. FirzGeravp. Generally, we try to pay for those in local cur- 
rency. Some contracts may be paid for in dollars but for services 
rendered locally we generally pay in local currency. 

Mr. Gross. Mr. Chairman, may I interrupt? 

Mr. Davis. Mr. Gross. 

Mr. Gross. Would you explain very briefly, Mr. FitzGerald, what 
you mean by trust funds ? 

Mr. FrrzGrravp. Trust funds are funds which are contributed by 
the host government for maintenance of personnel, supplying of serv- 
ices to support our mission operation. 
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Mr. Gross. They are called trust funds? 

Mr. FitzGeratp. They are administered by the U.S. mission. 

Mr. Gross. They are accumulated from what source? 

Mr. FirzGerap. They are given to us by the host government. In 
other words, the local government. If we are in Pakistan, trust 
funds from Pakistan would be a contribution from the Pakistan Gov- 
ernment. 

Mr. Gross. Are they accumulated in any way from Public Law 480 
supplies? 

Mr. FivzGrraup. Those are funds directly contributed without ref- 
erence to whatever has been generated by any funds from Public Law 
480 or any other source. 

Mr. Gross. But a contribution to the funds that we are putting into 
the country, is that correct ? 

Mr. FirzGeraxp. It is a separate account, Mr. Gross, which is ad- 
ministered by the mission. 

Mr. Jonansen. But you call them trust funds because they are en- 
trusted to the American mission to administer ? 

Mr. FirzGerarp. Yes, sir; exactly that. 

Mr. Gross. Thank vou, Mr. Chairman. 

Mr. FirzGeratp. Excuse me, Mr. Chairman. 

May I just give Mr. Gross one more statement on that? 

Being entrusted with those funds, we submit quarterly reports 
generally on the handling of those funds so that they know 

Mr. Jonansen. You mean to the host government? 

Mr. FirzGrerarp. To the host government, exactly. 

Mr. Davis. No part of that trust fund is made up of so-called 
counterpart ? 

Mr. FrrzGerarp. It is not Public Law 480 counterpart but it is coun- 
terpart generated from commodity imports under economic assistance 
programs other than technical cooperation, which would normally be 
released for economic development programs. 

Mr. Jonansen. Is it impractical to have the local government itself 
administer those funds? 

Mr. FirzGrrarp. No, sir: it has been found that it would be better 
if they would just turn those funds over to us and let us handle those 
funds to the best of our ability because, after all, we are running the 
operation, or, rather, we run our mission. They have contributed 
people and they want to contribute money to support those people. 

Mr. Jonansen. It looks to me like you have the cart before the 
horse. If we are trying to help these countries to develop and if there 
could be some arrangement where there was a maximum incentive for 
them to administer and operate, at least their own funds, are we not 
put in a kind of a patronizing position in relation to the host gov- 
ernment ? 

Mr. Brren. Mr. Johansen, if I may, part of this is an administrative 
problem. These funds are used for example, for local travel. If one 
of our technicians wants to go from one part of the country to another 
in order to look at a project, the local travel is purchased out of these 
funds. The hiring of these local employees is paid for out of these 
funds, so it is a question of administrative convenience. 

If you had to go to the host country and ask them every time 
you wanted to buy the $2 equivalent of a bus ticket, you would get 
into an awful lot of administrative difficulty. 
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(Additional ICA statement follows :) 


Trust ACCOUNTS 
NATURE OF TRUST ACCOUNTS 


A trust account is an account which is owned by the cooperating government 
and is administered by ICA as trustee pursuant to the terms of a trust agree- 
ment. The funds which are in such an account are deposited by the cooperating 
government from funds which it owns—either counterpart or free resources of 
that government—and remain the property of that government while in the 
trust account. ICA renders periodic reports to the government involved of 
expenditures from the accounts. 


PURPOSE OF TRUST ACCOUNTS 


The trust account provides an effective method through which certain types 
of costs of U.S. aid programs can be financed by the cooperating country rather 
than by the United States. It is essentially used for types of costs where the 
actual expenditure of funds can most efficiently be handled by the U.S. Govern- 
ment rather than by the cooperating government—for example, travel expenses 
and other local currency costs in connection with the services of U.S. technicians 
abroad, or costs of necessary services of local personnel. It would obviously 
be very cumbersome, each time a U.S. technician performs local travel, to 
process travel vouchers through the controller’s office of the cooperating govern- 
ment. In order to facilitate disbursements for such program costs, while en- 
abling the cooperating country to contribute to these costs, trust accounts have 
been set up which avoid the complications involved in separate disbursements 
by the country. This method avoids undue delays in effecting payments and 
at the same time accomplishes savings in appropriated dollars. 

Mr. Davis. How many of those local employees are paid for out of 
these funds? What percentage / 

Mr. FirzGerauip. We had a total as of June 30 of this past year of 
1,936 personnel, foreign national employees, paid from foreign cur- 
rency funds. 

Mr. Davis. That is in all countries? 

Mr. FirzGrravp. Yes, sir; that is the total. 

Mr. Davis. That is not just in Pakistan ¢ 

Mr. FirzGrracp. No, sir. 

In Pakistan, it is 490. These employees are paid from local cur- 
rency trust funds supplied by the participating countries as a part 
of their contribution toward local expenses for the total program. 

Mr. Davis. Taking this figure of 1,057 Pakistanis employed in 
February 1958, how many matching locals were employed there who 
were paid for with Pakistani funds ¢ 

Mr. FirzGerarp. 974 as of February 1958 and 490 as of June 30, 
1959. 

Mr. Davis. 1958 or 1959? 

Mr. FirzGeratp. 490 as of June 30, 1959. 

We have 490 foreign national employees paid from foreign country 
funds. 

Mr. Davis. We had nearly twice as many local nationals paid for 
with U.S. funds as there were being paid for with Pakistan funds? 

Mr. FirzGrravp. No; that is not quite accurate. I will supply the 
exact figures for the record. You must keep the dates clear. 

(The information requested is as follows :) 


NUMBER OF PAKISTAN LOCAL EMPLOYEES 


As of June 30, 1959, there was a total of 543 local employees on USOM/Pakistan 
rolls. Of this total, 53 employees were paid for from U.S. funds and 490 em- 
ployees were paid for from the trust fund. 


| 


13S MANPOWER UTILIZATION IN THE FEDERAL GOVERNMENT 


As of February 28, 1958, the personnel strength report, prepared in ICA/W, 
showed a total of 60 local employees paid for from U.S. funds and 974 em- 
ployees paid for from trust funds. Records indicate there were 23 additional 
local employees on board at that date paid from trust funds, but that these addi- 
tional einployees were not reflected in the strength report due to a reporting lag 
in the USOM’s statement of local employment. This 974 +23 +60 makes the 
total of 1,057 local employees mentioned in the hearing. 

Thus in February 1958, as today, the bulk of the costs for local employees used 
in support the U.S. program was paid for from the local currency trust fund. 

Mr. Davis. What was the reason? 

Mr. FrrzGeravp. First, we have these support people working in 
these various capacities which I mentioned and which we feel are part 
of our own organization. Just as we employ local nationals all over 
the world, we feel that there is a certain group of these which we should 
be supporting for our own operation. 

Then there is, of course, the limitation of how much money the 
Pakistanis can contribute for services and for support in connection 
with the technical cooperation program. 

Mr. Davis. Do you mean from a financial standpoint or what? 
What is the limiting factor as to how much they can contribute ? 

Mr. FrrzGeravp. They have agreed to supply certain numbers. It 
is a matter of negotiation from country to country as to how many 
people they will supply, pay for, and support in the technical cooper- 
ation program. 

The technical cooperation program is a relatively minor component 
of the total aid which goes into Pakistan. Therefore, the personnel 
which are supported by the Pakistan Government would not neces- 
sarily be the majority or the most important segment of the local na- 
tionals in the operation. 

Mr. Davis. You mentioned education, roads, health, and one or two 
other areas there in which ICA was helping. 

Do you spend the money for building roads and building schools 
and for setting up these health projects and agricultural projects ? 

Mr. FrrzGrratp. Most of that money, Mr. Chairman, is now being 
furnished, or at least being proposed to be furnished, by the Devel- 
opment Loan Fund. 

Mr. Davis. They lend them the money instead of giving it to them ? 

Mr. FirzGrravp. Lend them the money. 

Mr. Davis. Does ICA build the roads, the schoolhouses, the dams, 
and the like? 

Mr. FrrzGerarp. No, sir. We are attempting as rapidly as we can, 
as the Development Loan Fund has been established and has expanded 
its operation, we are attempting to put this kind of a project on a sound 
loan basis. 

Mr. JOHANSEN. What type of project are you continuing on the 
grant basis? 

Mr. FirzGerap. I am not quite familiar with that. I could make 
that a matter of record, Mr. Johansen. 

As to what we have in grant aid component, most of that has been 
on the military side, military assistance part of our program. 

As to the economic side, I do not know of any grant aid projects, 
but I could make that a matter of record, if you so wish it. 

Mr. JoHANSEN. I would be glad to have it. 


d 
0 
t 
t 
t 
1 
( 
| 


MANPOWER UTILIZATION IN THE FEDERAL GOVERNMENT 139 


(The material referred to follows :) 


GRANT AID PROJECTS 


Investment projects in the field of economic development are financed on a 
loan basis by the Development Loan Fund except in those cases where mutual 
defense or other basic interests of the United States necessitate the furnishing 
of project aid on a grant basis. Project aid on a grant basis may be furnished 
to countries having mutual defense agreements if such aid is necessary to main- 
tain the minimum standard of living required to support the participating coun- 
try’s defense commitments under its agreement with the United States. These 
projects are financed from defense support funds. Project aid on a grant basis 
may also be given to countries not participating in musual defense agreements 
when the basic interests of the United States are aided or maintained by reason 
of such aid, e.g., economic development projects may be an essential condition for 
the maintenance of U.S. bases, the prevention of internal subversion, ete. Grant 
aid of this type is financed from special assistance funds. 

The total amounts of project aid requested in the fiscal year 1960 budget 
are as follows: Defense support, $115,610,000; special assistance, $93,600,000. 

The breakdown of defense support and special assistance projects by country 
for the fiscal year 1960 is classified as secret. The subcommittee can, however, 
obtain complete listings from the congressional presentation books forwarded to 
the Appropriations Committee by ICA. 

Mr. Jouansen. Is it true that there is considerable advocacy in this 
country of stepped-up outright grant assistance as a part of the for- 
eign aid program ? 

Mr. FirzGerarp. No, sir. 

As a matter of fact, the trend is in the opposite direction. We feel 
that the sooner we can put economic assistance on a solid loan basis, 
the better for all concerned. 

Mr. JoHansen. To what extent is there an effort to promote loans 
and the financing of development by nongovernmental sources in this 
country ¢ 

Mr. FrrzGrraup. As you perhaps know, Mr. Johansen, as of April 1, 
we created the Office of Private Investment in the ICA which is 
working very closely with the Department of Commerce and with 
the State Department in attempting to establish in these countries, in 
the underdeveloped areas, a climate for private investment to stimu- 
late the flow of capital, not only from the United States but from 
other developed areas of the world into these countries, and to put 
together U.S. capital, U.S. know-how, together with the local entre- 
preneural groups. 

As a matter of fact, we have very ambitious plans in that area and 
you perhaps are aware of the number of reports which have been 
made in recent months, such as the Bechtenstein report, the Business 
Advisory Council report, the Strauss report, and we are attempting 
to implement them now. 

Mr. JoHANsEN. What is the problem with respect to the creation of 
this climate that you speak of? Is it the creation of expropriation 
or what is the problem ? 

Mr. FirzGeraup. On our side, there is always a hesitancy on the 
part of investors to leave the United States when they can sit in 
their offices and call their brokers and buy General Motors, General 
Electric, and make 25 percent or maybe 50 percent a year, plus the 
dividends which are involved. 

For them to take their money and to put it into a country where 
they do not know the language and where they have never been and 
where they do not know the laws, they are uneasy about the prospects 
and expropriation is one. 
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There is also the inability to exchange the local currencies for hard 
currencies, U.S. dollars. 

Mr. Jonansen. Is the problem of creating the climate one of creat- 
ing the proper climate in the country itself, or in this country ? 

Mr. FrrzGeraxp. I think it is both, Mr. Johansen, 

First, in most of the underdeveloped areas, there is a lot of capital, 
but that capital is not working as we consider it should be working. 
It is money in trade. It is money in real estate holdings, in agricul- 
ture but it is not doing the job we think it could be doing. There- 
fore, we are attempting to put together our industrial people with 
them, our engineering people, and to talk about this and point out 
potential projects where the economies of these countries could be 
strengthened with some foreign exchange, with some know-how, and 
with local capital which these people could put up. We were very 
impressed with the amount of local capital which is available. 

Mr. JonAnsen. That is, local to those countries ? 

Mr. FirzGeravp. Local to those countries. 

Let us take the case of India. We were impressed with the number 
of Indian businessmen who were seeking out U.S. businessmen to come 
in. All they needed was some dollars for the exchange to b2 able to 
buy in hard currency markets equipment, capital goods, and to bring 
these in to get a business or industry started. They have all the local 
capital that they need. As a matter of fact, some of them said very 
little U.S. capital would be needed. They would supply the majority 
of the capital and that would be in local currency. 

Mr. Davis. Why do we keep sending U.S. money over there if that 
is the case? 

Mr. FirzGerarp. This is a program just started, Mr. Chairman. 
We have hopes for it and real hopes, but in order for these local capi- 
talists to see how we work, we have got to talk with them. It is an 
educational program. 

Mr. JoHANsEN. You mean America is 10 years late in becoming a 
crusader for capitalism? Iam amazed. 

Mr. FirzGreratp. Mr. Johansen, I have been a capitalist for a num- 
ber of years. 

Mr. Jouansen. This is not directed to you personally, but I am 
amazed at the fact that it has taken us 10 long years. I am appalled 
and staggered at the proposition we have 57 underdeveloped countries 
in the world. 

I hope that there is some glimmering of salvation for this country 
and the type of thing you are talking about, because if it is proposed 
we are going to carry 57 underdeveloped countries on the backs of the 
American taxpayers, when we are having trouble funding our own 
debt, I do not know how long 

Mr. Davis. I was going to say $290 billion. 

Mr. Jonansen. I do not know how long it is going to be before the 
act, of suicide will be completed in this country. 

I hope there is some basis for realization of what you are talking 
about. Iam amazed at the statements about the availability of capi- 
tal over there. 

Is there such a commitment to the philosophy of socialism in these 
countries, or the political climate to socialism ¢ 

Mr. FirzGeraup. No,sir. I think that these people have never been 
exposed to the enterprise and energy which is demonstrated by U.S. 
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industry. They have had their moneyed groups in a very thin layer 
at the top, and they have had their money concentrated in the areas 
in which I have stated. 

They were not interested in getting into a business, such as a cement 
plant or a nail manufacturing ‘plant, to save the import drain on their 
hard currency, or rather to save the drain on the hard currency. They 
were not interested in that and all they were interested in was getting 
100 percent return on their money in a real] estate investment or in a 
trading investment. It was a cash and carry proposition for them. 

Mr. Davis. Mr. FitzGerald, was the American Government respon- 
sible for that lack of interest by reason of the fact that we were sending 
steel, fertilizer, and manufactured agricultural implements to India? 
Were we leading those people to believe that we were going to continue 
to do that and to increase the exports of those items over there; 
causing them to believe it was not necessary for them to engage in 
any of the things you are now testifying about ? 

Did we encourage that sort of a thing ? 

Mr. FirzGeratp. The problem of economic development in India 
is so massive, Mr. Chairman, that what we have done to date is very 
little in connection with the total. 

Mr. Davis. I know it is massive, and I think we have been going 
in the wrong direction on it. We built dams for them. We dug 
wells for them to irrigate their agricultural land. We sent them 
steel, farm implements, and we sent them fertilizer and many other 
things and led them to believe that the promised land had been reached. 
We started off over there with this point 4 program, and, as I remem- 
her, the first year we appropriated some $5 million that went to India. 
The next year it jumped up to $55 million and the next year it went 
over $100 million. 

We just led them to believe that the rainbow’s end had been found. 
T am afraid we have encouraged the attitude on their part that they 
did not. have to be concerned about investing their money in cement 
plants, nail factories, and things of that kind. 

Mr. FirzGeratp. Mr. Chairman, I believe that it is the policy of 
ICA—and I am confident that our missions are carrying out that 
policy—of attempting to stimulate in these countries the desire and 
pointing out the need 

Mr. Davis. Is that being done or are we reducing the amount sent 
over there under these various programs? Is there any reduction in 
the grants, gifts, and so forth, that we have heretofore been extend- 
ing to them ? 

Mr. FirzGrraup. If you refer specifically to India, Mr. Chairman, 
our aid to India has increased substantially this past year in the form 
of loans. That is the basis, as I understand it, of the policy that has 
been developed by the Department of State. 

Mr. Davis. What chance is there of those being repaid ? 

Mr. FirzGerarp. I would not want to pass judgment on that. 

Mr. Gross. Then the word “loan” is a minomer, is it not? You do 
not mean to say the development can in any way be compared with 
banking practices on the part of commercial banks in this country? 

Mr. FirzGerratp. The Development Loan Fund 

Mr. Gross. Or the World Bank? 
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Mr. FrrzGreratp. The Development Loan Fund was not established 
on the same type of banking principles that a commercial bank or an 
international bank would be. 

Mr. Gross. Of course not. 

Mr. FirzGrrawp. In the first place, the charter of that bank was set 
up in such a way that the loans, or applicants for loans, would not be 
eligible until all other sources of capital had been exhausted. 

Mr. JoHansENn. In other words, until they were proved to be pretty 
bad risks ? 

Mr. Gross. In other words, this would be extraneous except for the 
fact that all of this maneuvering that is going on, this financial jug- 
gling going on, means that you are going to continue in operation and 
you are going to continue your manpower stations throughout the 
world in an administrative capacity. It just means continuation. 

This would be extraneous to this argument if it were not wrapped up 
with the manpower issue insofar as the ICA is concerned ? 

Mr. FirzGrravp. To address myself to Mr. Johansen for a moment, 
the Development Loan Fund is attempting to establish loans in coun- 
tries which will make an economic impact and which will assist them 
to become economically strong. These loans are made on a relatively 
long-term basis with the objective of having these loans repaid. 

Mr. Davis. In what currency ? 

Mr. FrrzGeraxp. In local currency and, again, with the objective 
that with a country reaching economic viability that they will, in turn, 
have a currency which is freely negotiable in the world market. 

Mr. Jouansen. Mr. Chairman, may I pursue this point one step 
further ? 

Mr. Davis. Yes, sir. 

Mr. Jonansen. I find it difficult to reconcile the two objectives. 
The one which you mentioned and which I commend and which I hope 
has more and more emphasis, and that is the development of capitalism 
within those countries, and with the funds and capital which you say is 
abundantly available, at least in the sense of being in existence. 

How do you stimulate that approach if you are competing with 
that method of dealing with the problem with a soft loan program 
which provides the incentive to seek that kind of aid from the United 
States rather than from this first program ? 

Mr. FitzGrratp. Mr. Johansen, as I mentioned to the chairman a 
moment ago, the requirements are so tremendous for economic loans 
in what we call economic overhead projects, such as roads, power 
facilities, communications, and such, that those economic overhead 
projects have got to go in before we can bring our private industry 
and our private investment in for people who would be interested in 
investing in a country. 

First, before any U.S. capitalists would go into an undeveloped 
country, they would want to know—if they were going to get into 
agricultural production—if they are going to be able to get that prod- 
uct to the market. Are there all-weather roads, 12-month-a-year 
roads? Are they going to be producing a product or raising a crop 
up in the hinterland and have a 6-month operation ? 

These are the things which the Development Loan Fund and our 
Government is attempting to assist these areas in. 
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Mr. Jowansen. Is there not a parallel in the development of our 
own country that the two went hand in hand within the country 
itself? If you have any degree of stability and if you have any degree 
of effective tax system, as capital and ¢apitalism develop the tax base 
for that local currency which enables that local country through taxes 
to finance the type of improvements you are talking about, such as 
roads, power, and so on—although I do not know that power is neces- 
sarily there and I am not committed to the TVA philosophy that that 
is the only way to get power—lI think it is the most expensive way to 
get it. I wonder if you could document for me some of the specific 
things being done in these countries to shake loose the capital you 
say 1s available there locally ? 

Mr. FrrzGerarp. I would be very happy to do so. 

Mr. JoHANSEN. I would appreciate it no end. 

Mr. FrrzGrraxp. In fact, you will be very current on what we are 
attempting to do. 

Mr. JoHansen. I would appreciate it very much. 

Mr. FirzGreravp. As a matter of fact, we have a rather interesting 
experiment starting in Thailand which I will be happy to report on in 
full. 

Mr. Jouansen. I would appreciate that. 

(The material referred to follows:) 


USE OF LOCAL CAPITAL 


Though the encouragement of private enterprise has been an important objec- 
tive of the mutual security program since its inception, a new emphasis is now 
being given to an organized and specific concentration in our programing activi- 
ties on the private sectors of the countries being assisted. This approach is in 
line with the importance attached to private investment for economic growth 
by the U.S. Government as set forth in President Eisenhower’s statement at the 
1958 Colombo plan meeting. It is supported by the findings and recommenda- 
tions of the Straus report. “Expanding Private Investment for Free World 
Economic Growth”, prepared pursuant to section 413(c) of the Mutual Security 
Act. 

The establishment of the Office of Private Enterprise in ICA reflects this new 
emphasis. Generally, its task in the less developed countries will be to carry out 
projects through our missions to improve legal, administrative, institutional, 
and social climate relative to the expansion of local and foreign capital including 
joint participation and to provide technical assistance in introducing entre- 
preneurial financing and training and market development through the medium 
of industrial development centers, development banks, industrial districts, and 
related institutions. 

This new emphasis is being directly reflected in Thailand by the sending to 
that country of a team of U.S. businessmen and Government officials to assist 
in efforts to encourage the growth of local private enterprise and the flow of 
foreign private investment to Thailand as a means of accelerating economic 
development. The team will visit Thailand for a 4-week period beginning 
October 5, 1959. It will be headed by Mr. George Beitzel, formerly president 
and currently a director of the Pennsalt Chemicals, Inc., and includes Mr. Oliver 
Wheeler, vice president, Federal Reserve Bank of San Francisco, and Mr. 
Cornelius C. Bond, formerly president of the Knox Metal Products Co. 

The group will concentrate on three major tasks: 

(a) Make an analysis of and recommendations on current conditions in 
Thailand bearing on the desire of the Government of Thailand to encourage 
a greater rate of domestic and foreign private investment contributing to the 
country’s economic development. 

(b) To assist the Government of Thailand in developing specific programs, 
utilizing resources already available, to encourage local Thailand investment, 
to attract foreign investment, and to foster increased association between local 
and foreign investors. 
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(c) In the course of its discussion and study, the team will have opportunities 
to identify specific areas of investment possibilities for followup measures in- 
cluding detailed exploration. 

Also, it should be noted that the investment guarantee program has been avail- 
able for U.S. private investments in Thailand since 1954. This insurance pro- 
tection includes protection with reference to convertibility expropriation and 
war risk. Guarantees have been issued totaling $664,000, $415,000 of which 
was written in fiscal year 1959. 

Mr. Arorp. Will the gentleman yield ? 

Mr. JoHANsEN. I will be glad to. 

Mr. A.rorp. The question of roads has been mentioned here and 
I would like to know how much American money has been spent in 
all of the countries, the whole program, for roads and how much is 
now planned for roads. 

Mr. FrrzGrravp. We will be very happy to furnish that. 

Mr. Atrorv. Are we constructing roads in foreign countries ? 

Mr. FirzGrravtp. We are constructing some; yes, sir. You, per- 
haps, remember a recent statement published, I think, in the middle 
of July regarding our program in Burma. We are undertaking the 
construction or completion of that road in Burma, which was con- 
sidered vital to the economy of Burma and the transportation of 
troops to defend the northern part of Burma which is being threatened 
now, and this is what we consider a very important contribution to 
Burma. We are building a road there. 

(ICA information follows :) 


ROAD CONSTRUCTION 


The figures for worldwide road construction programed by ICA are as follows: 

Amount obligated during period fiscal year 1955 to fiscal year 1959, $155,452,000 ; 
expenditures from fiscal year 1955 to fiscal year 1959, $106,189,000; amount 
requested for fiscal year 1960, $37,162,000. 

The above figures cover only the cost to the United States of road construction. 
These figures do not include country contributions or related programs of tech- 
nical cooperation or other advisory services. 

Mr. Gross. Will the gentleman yield ? 

Mr. JonansENn. I will be glad to. 

Mr. Gross. The gentleman spoke of an interesting program started 
in Thailand and you are also starting something in Korea. The 
Development Loan Fund made a substantial loan to the Government 
of Korea for the purpose of processing, canning, and freezing shrimp. 
It is my understanding that there is no thought of using shrimp 
on the free list, as far as this country is concerned, and having them 
pour it in from every source. If you do, your shrimp operators in 
this country are in trouble. There is no thought of using the shrimp 
to feed the hungry people of Korea. Those shrimp apparently are 
going to be shipped to the United States and I am wondering how you 
are going to take care of the hungry and underdeveloped people in 
the countries where the food originates, if they do not get a whack at 
the food that we provide the money for them to process and make 
available to their people? 

Mr. FrrzGrrarp. That is a good question, Mr. Gross. 

As you know, in these countries we are attempting to establish via- 
bility. We are attempting to establish a foreign exchange possibility 
and Korea has few possibilities of foreign:exchange. We find that 
if they can get dollars they will be able to buy foodstuffs which are a 
lot cheaper than shrimp. They can feed their people on a much 
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cheaper basis than feeding them shrimp. I believe shrimp sell in 
the San Francisco, Los Angeles, and New York markets for around 
$1 a pound and this is a problem which I am very sensitive to, but I 
am not totally familiar with. 

Mr. Gross. We are sensitive to some of these problems in this coun- 
try, too, because we are being flooded with foreign imports. Yet, we 
maintain people overseas to teach them how to do these things. 

You talk of capitalism. I am sure that you are aware that the 
Prime Minister of Ghana, one of the newest show-case democracies 
in the world, is a self-proclaimed Marxist Socialist. You are aware 
of that ? 

Mr. FrrzGeratp. But a great believer in capitalism. 

Mr. Gross. Who is? 

Mr. FirzGeravp. Mr. Nkrumah. 

Mr. Gross. How can he be a believer in capitalism and a believer 
in Marxist socialism ? 

Mr. FirzGeravtp. From the statements he made, Mr. Gross. I 
am not familiar with all of the statements but some of them favor 
private industry. 

Mr. Gross. I will be glad to show you his verbatim statements made 
on the “Meet the Press” program “ioe he was here about a year ago, 
in which he announced his philosophy being that of a Marxist 
Socialist. 

We are getting a little bit afield here, I realize that, but I again 
come back to the fact that it all ties into the reason you have increased 
your mission in Ghana and we are pouring money in. 

Mr. FirzGeratp. Mr. Nkrumah, as I understand it, is very anxious 
to get private enterprise into Ghana. 

As you perhaps are aware, the Volta River project has vast sums 
of money going into it. There are U.S. corporations, engineering 
firms, and so on, going in to develop power. 

Mr. Gross. On the basis of his statement in this country that he is a 
Marxist Socialist, I wonder how fast American private capital is going 
to rush into Ghana without some pretty real guara:tees on the part 
of this Government that they are not going to lose their investment 
when they go in there? 

Mr. Jonansen. Is this program of promoting capitalism now work- 
ing in Cuba, where I understand our diplomats cannot even have access 
to the head of that country ? 

Mr. FirzGrratp. Mr. Johansen, I am sorry I am not able to com- 
ment knowledgeably on that. Iam here to discuss manpower. 

Mr. JoHANsEN. We are here to discuss manpower, too, but we are 
trying to relate the continually increasing number and cost of man- 
power to programs that are not accomplishing, certainly in Cuba, what 
they propose to provide this manpower for. 

Mr. Atrorp. Will the gentleman yield? 

Mr. Gross. I will be glad to. 

Mr, Atrorp. Mr. FitzGerald, this is pertinent. to manpower. 

Just before Mr. Johansen spoke of this, I had this in mind. Who 
sets the policy as to the project to be used and how many people go 
there and what are the qualifications ? 

Mr. FrrzGrratp. This is all part of our programing activity. 
First we have surveys from the field, recommendations as to a program 
in the country as to what areas of the economy we should assist or 
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advise in, and then, let us take, for example, agriculture. We deter- 
mine within the agricultural program what projects should be set up, 
whether it is an agricultural economic study, advice to the Ministry of 
Agriculture, or whether it is an agricultural extension group that goes 
into the field to teach the farmers how to increase the production of 
lowland rice, highland rice, corn, or whatever the grain may be, 

Mr. Aurorp. May I interrupt you there / 

Do you have a team that is going from country to country to decide 
these things ? 

Mr. FrrzGerautp. We do not have that, sir. We have members of 
the mission resident in the country. We do have consultant special- 
ists who go out for specific projects or specific subjects to study, let us 
say, if there is a fungus that is attacking a grain which our people who 
are in the mission do not recognize or do not have a solution for. 
Then we call on the best talent in the United States, and they either go 
out there or they send further instructions. 

Mr. Aurorp. This is direct assistance. This is not a program of that 
given country. Do I understand that we voluntarily go into a 
country ? 

Mr. FrrzGrraxp. It is upon their request. 

Mr. Atrorp. That is what I am getting at. It is upon the request 
of thecountry. Do we just arbitrarily seek out a country for projects? 

Mr. FirzGerap. No, sir. After discussions, they approach us and 
they ask us, “Will you help us in the area of agriculture? We have to 
be able to feed this increasing population.” 

Then we will have experts discuss the problem with their experts, if 
they have any experts. In some cases many of these countries are just 
devoid of experts in a certain field which may represent an important 
seoment of their economy. We will bring in our own people or we 
will bring in contract people, engineer groups, specialty groups from 
the universities, or wherever they may be, the best know-how that we 
can obtain. 

Mr. Atrorp. Pertinent to that matter of bringing in these con- 
sultants and these specialists, who sets the policy as to how large a 
program will be? Who sets the policy as to how many people will be 
employed and the qualifications of these people ? 

Here is the reason I ask: It seems to me that a person must have 
a great deal of specialized knowledge to be taking millions of Amer- 
ican dollars to do this, and are these people qualified to handle such 
large sums of money? What are their qualifications? Are they busi- 
nessmen, bankers, men who are specialized in investment? What is 
the situation ? 

Mr. FirzGeravp. People from the local country who are requesting 
this aid? 

Mr. Arorp. No; our people. It is our money. Who governs how 
much will be the size of the project? Who sets the policy ? 

Mr. FirzGrratp. We determine. The policy is set by the Direc- 
tor of ICA. He makes a determination as to how much money will 
go into a specific program. This power is delegated by the Under 
Secretary of State for Economic Affairs. 
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Mr. Atrorp. Does he set that alone? Do you people, as a Board, 
meet or discuss these things ? 

Mr. FirzGrravp. Program policy development starts at the bottom. 
This starts in the country where our experts discuss a program with 
the experts of that particular government. 

Then we determine what the needs are. We determine how much 
of that need can be met by the local resources and local know-how, 
and then we determine, within reasonable limits how much the United 
States should participate. 

Mr. Atrorp. Is this based upon the help of the counselor or the Am- 
bassador who may be in this country ¢ 

Mr. FrrzGrrap. This is based first on the technical specialists in 
the mission. They make a recommendation to our mission director. 

Mr. Atrorv. These are our technicians employed since the ICA 
program went into effect ? 

Mr. FrrzGrrarp. Right. 

Mr. Atrorp. They are not originally State Department employees? 

Mr. FirzGrrarp. No, sir. 

Mr. Atrorv. They were employees after the implementation of this 
program 

Mr. FrrzGrravp. Yes, sir; before we undertake a program, we send 
in our experts and we advise or discuss with the local experts as to 
where we begin, what the needs are, how much money is involved, and 
what part of these needs can be met by the local government. Also, 
what part can be met by the United States over what period of time. 

Mr. Atrorp. What qualifications do these experts that you send in 
have? Give an example, please. 

Mr. FirzGeraup. For example, in the agricultural field -——— 

Mr. Atrorp. All of it; not just agriculture. 

If you were going into a country, give us an illustration of that. 
What I am talking about is your team that the ICA sends in. 

Mr. FrrzGeravp. Our mission director is our top man and he runs 
the ICA program in the particular country. 

To give you some idea of the qualifications of those men, I would 
be very happy to give you some kind of biographic data on them if 
you so wish. We have it available and it is in a number of publica- 
tions. 

Mr. Atrorp. You misunderstood. I did not mean specifically as to 
an individual. 

What do you require as to people who have specialized knowledge 
to be able to ascertain the needs of a given country ? 

Mr. FirzGrravp. The top man has got to be an administrator. He 
has to have broad administrative and executive ability. He has to 
be able to accept or receive recommendations from the technical spe- 
cialists and to consider these recommendations in the total, overall 
program and in reference to our total, worldwide program and what 
are we doing in each of the countries. This, in turn, is decided by 
our regional offices in ICA. 
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Mr. Arrorp. Your administrator determines this? 

Mr. FrrzGeraup. Yes. 

Mr. Axrorp. Is that a man who has had a lot of experience in 
foreign affairs or is that a man who is the head of an institution in 
this country handling large sums of money or personnel? You see 
what I have reference to? 

Mr. FrrzGeratp. Yes, sir. 

The man that goes in as a mission director has got to have broad 
administrative experience in handling money, people and programs. 
He has got to have ability. He has got to have judgment, and he has 
got to be able to take these considered opinions from his specialists. 

Mr. Axrorp. I certainly agree with you, Mr. FitzGerald. That is 
my point. We are spending such tremendous sums of money and, as 
a part of the Manpower Subcommittee, that is why I am trying to 
ascertain this. It seems to me that there is a great responsibility upon 
just a handful of people in a given country and since this is special- 
ized work, it seems to me that we must be sure about it. 

Here we are in another crisis today where we are trying to get 
money to carry on our highway program and the point I wish to make 
is, are these men qualified? Certainly, just a young fellow, a graduate 
of a university, is not qualified to go out in the field. We must have 
older men with administrative experience. 

Mr. Davis. Mr. FitzGerald, you mentioned your procedure in 
getting all-weather roads built, to get farm produce to market and 
then increasing agricultural production. 

What thought has been given to the proposition that by increasing 
agricultural production, for instance in Pakistan, that you are creat- 
ing a problem for the farmer over here in America? You are building 
all-weather roads to get the Pakistanian agricultural produce out. 
You are teaching them how to increase their production, and yet 

yarehouses and the storage places over here are incapable of holding 
American production. The Public Law 480 program is one of the 
biggest problems we have. Yet all over the world it seems you are 
going ahead and just making the problem worse. 

Mr. FrrzGerratp. The population figures are very impressive, Mr. 
Chairman. The increases which are being faced in Korea, in Viet- 
nam, in Formosa, in India, in many of these other countries, are so 
substantial that we are worrying whether we will ever be able to feed 
these populations with anything that can be grown inside these 
countries. 

Mr. Davis. Why is it, then, that we continue to have this agricul- 
tural surplus as one of the greatest problems that we have here in 
this country and yet your plans and your programs do not seem to 
be aimed at cutting that problem down. You just make a bigger 
problem out of it all the time. 

Mr. FrrzGrrarp. This is a balance we are attempting to achieve. 
It is a country-to-country basis. As I mentioned to Mr. Gross about 
the shrimp project, we are attempting to develop, educate populations 
in some countries to eat cheaper grains. 
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For instance, in the rice-producing countries of the world we find 
that if these people can eat a cheaper form of food, they will have 
more rice for export to obtain the foreign exchange to buy these 
cheaper foods to feed the increasing population and also to have ad- 
ditional funds for this economic development. 

Mr. Davis. Yet in Arkansas and the other rice-producing areas of 
this country the rice farmers are calling on the Federal Government 
all the time for bigger subsidies to help them. We are creating a 
problem by enabling the rice-growing countries in other sections of 
the world to export more rice and interfere with our markets. Also, 
while you are talking about shrimp, why is it that shrimp in the ocean 
over ‘bore cannot be gotten out by their people and put on the tables 
of the people in Korea who want shrimp? They can get them out 
lots cheaper than we can over here. The thing that makes shrimp 
$1.19 a pound over here is the cost of production. Their cost over 
there is nothing like our cost, but we encourage them to go and get 
them out at their cheap rates of labor, can them, and send them over 
here and interfere with the American shrimp market. The same 
thing applies to textiles in Japan. I do not see the logic in it. 

Mr. Pecunia. Mr. Chairman, as you know, many of our people, 
our economists, are working on this problem. 

Mr. Davis. The more they work, the worse it gets. 

Mr. FirzGreratp. We have been aware of this problem for years 
now, and as I mentioned earlier, we are attempting to achieve some 
kind of balance where the interests of the United States are pro- 
tected and developed as well. At the same time, the economic struc- 
ture of these countries is strengthened. It is a very complex and a 
very difficult problem. 

Mr. JoHansen. Mr. Chairman. 

Mr. Davis. Mr. Johansen. 

Mr. JoHANSEN. Just coming back to a specific manpower matter, 
according to one chart I have here there are presently 26 ICA person- 
nel in Cuba. What is the program there engaged in and is that a cor- 
rect figure? 

Mr. FirzGeraup. Mr. Johansen, as of June 30, 1959, the total num- 
ber of people in Cuba was 26. There were 16 U.S. nationals there, 
and 10 local nationals. 

Mr. JoHANsEN. What is the program they are executing? 

Mr. FrrzGeravp. Our program in Cuba is a very modest program. 
It is a technical cooperation program. 

Mr. JoHansen. Do you happen to recall the field ? 

Mr. FirzGeravp. I am not familiar with the details, but we have 
done work in public health and some in education. I am not familiar 
with the details, but I would be very happy to give you the details 
of the program. Itisasmall program. It is a few hundred thousand. 
dollars in total. 
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(Information supplied by ICA follows :) 


CuBA PROGRAM 


Mutual security program in Cuba for fiscal year 1959 


Agriculture and natural resources: 


Project No. 16—-11-001 Agricultural investigation commission : 
Amount obligated $134, 800 
14 U.S. technicians 
3 participants 


Project No. 16-14-029 Farm management (agricultural econom- 
ics): 
Industry and mining: 
Project No. 16—-21-002 Mineral analysis and development: 
Transportation: 
Project No. 16-87-023 Civil aviation project: 


600 
Education : 


Project No. 16-66-016 University Central (Santa Clara) : 
Amount obligated 


Public administration: 

Project No. 16-78-009 Census and statistical organization: 

Project No. 16—-78-025 Statistics training center : 

Audiovisual (general and miscellaneous) : 

Project No. 16-99-000 Technical support (training officer and pro- 

gram support): 


No participants. 


Mr. Gross. Mr. Chairman. 

Mr. Davis. Mr. Gross. 

Mr. Gross. Are you acquainted with the case of Carter de Paul, your 
mission director in Laos ? 

Mr. FrrzGrratp. Yes, sir. I know Mr. de Paul. 

Mr. Gross. He is the gentleman, as you recall, or I assume you 
recall, who sold a $600 1957 Cadillac, according to the Government 
Operations Committee report, to George A. Peabody, head of the 
Universal Construction Co., which has a virtual monopoly on con- 
struction in Laos. He sold this $600 Cadillac, purchased in this 
country, a 1947 model for, I believe, some $2,000. That figure may 
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stand correction. It was somewhere along that line. According to 

tbe report, and I quote from the Government Operations report: 
Uncontroverted evidence indicates the vehicle was at that time inoperable, 

and that shortly thereafter it was cut up and the pieces dropped down an 


abandoned well. In the interim it had stood rusting in front of Universal’s 
main office, where it was the subject of scornful amusement by Laotians and 


Americans alike. 

Now reading further from the report we find that this same Carter 
de Paul was not replaced until July 22, 1957, some 14 months later, 
and then was assigned by the ICA to be Deputy Assistant to the 
Director on matters concerning the National Security Council, the 
Operations Coordinating Board, and the Committee on Foreign 
Economic Policy. 

Can that be correct, that that gentleman was reassigned—I say 
“oentleman” advisedly—was he reassigned to this country and made a 
coordinating officer as stated in this report? 

Mr. FrrzGrratp. The answer is “Yes.” If you will realize the 
timing in this and the fact that 2 years had passed before the facts 
of this investigation had been brought out or brought before any com- 
mittee, or up for discussion—therefore, when the original assignment 
was made, these facts had not been brought forward. 

Mr. Gross. Do you mean that took 14 months? Is that the kind 
of an organization the ICA has with respect to personnel? In a 
14-month period you were not acquainted with what happened over 
there? The whole record here indicates you were. Reports were 
— on this thing and yet you reassigned this man to this kind of 
a job. 

Mr. FrrzGeratp. If you will see the record, Mr. Gross, you will 
find that the allegations which were made and which were 

Mr. Gross. What do you mean by “allocations” ? 

Mr. FirzGrrarp. Allegations—the allegations which were made 
were investigated and when the full investigation was completed, 
which took many months because of the inadequacy of records, because 
of the difficulty of finding out anything—what happens to anybody— 
it was about 2 years. 

Mr. Gross. Didn’t you fly a man out there to investigate this case? 

Mr. FrrzGrratp. We sent out end-use auditors to find out what hap- 
pened to equipment and the relationship between Universal Construc- 
tion Co. and our mission. It was only after a period of many months 
that we were able to bring to light the various circumstances. 

cd Gross. Now the $64 question? Where is Mr. Carter de Paul 
today ? 

Mr. FrrzGeravp. Mr. dePaul is in the Office of Private Enterprise. 

Mr. Gross. He is no longer with the ICA ? 

Mr. FrrzGrratp. He is in the ICA, but in the Office of Private 
Enterprise. 

Mr. Gross. But all of this time, while he was suspect and under a 
cloud, he was with ICA. Ishestill with the ICA? 

Mr. FrrzGrrap. Yes, sir. 

Now when you say “suspect,” I feel that allegations were made. I 
have not read the final findings of Mr. Hardy’s committee. 

Mr. Gross. I am not speaking of the final findings of the Hardy 
committee. I am seeking to find out why you continue this gentleman 
on your payroll, in the light of the evidence as set forth here by the 

Hardy committee. 
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Do you dispute the Hardy committee report ? 

Mr. FrrzGrravp. That is a very difficult situation, Mr. Gross, and 
if you could realize the —_ of working in Laos at that time—it 
was almost an impossible task to get anything done. There were no 
people to work with. We were literally grasping for straws to get 
something done out there. 

Mr. Gross. He had time to arrange for the purchase of a $600 auto- 
mobile in this country, and I assume the Government shipped it—a 
seven-passenger 1947 Cadillac—all the way out to Laos, is that right? 

You paid for the shipping of the car out there, did you not? 

Mr. FirzGerap. If I remember correctly, it went to Saigon origi- 
nally and was used in Saigon as a mission car, then went to Laos later. 
The problem of a man who was sent out to a wilderness, to attempt 
to do an impossible job, with few resources, few qualified people—it is 
areal hardship. 

Mr. Gross. I cannot accept that, I am sorry to say; and, with all 
respect to you, I cannot accept that as an answer. 

Mr. Jouansen. Is there a feeling that he did or did not do anything 
irregular or improper? Is there a feeling on the part of the agency? 

Mr. FrrzGeravp. Mr. Johansen, if we felt that he had done anything 
irregular, he would have been fired. 

Mr. JoHansen. The answer is: You do not feel he did anything 
irregular? 

Mr. FrrzGrrayp. We think that this was an omission but that he 
did not willfully violate the regulations of the ICA. 

Mr. Atrorp. Would you yield? 

Mr. Gross. I would like to proceed to another case for a minute. 
How about the case of this man Neale down in Peru? Are you ac- 
quainted with that and the testimony of our former colleague, Sam 
Coon, who was, I believe, Assistant Mission Director in Peru? 

Mr. FrrzGeratp. Yes, sir. I am very familiar with it, sir. Asa 
matter of fact, I have on my desk right now the final report of our 
security investigation and report. 

Mr. Gross. Why did it take you so long? And why was Mr. Coon 
denied an audience with Mr. Riddelberger ¢ 

Mr. FrrzGerarp. Mr. Smith, at that time. 

Mr. Gross. Why was he denied an audience when he paid his own 
way to come to Washington to report on this stuff that was going on 
down in Peru? Is there any explanation for that? Mr. Coon was a 
part of your manpower forces, was he not ? 

Mr. FrrzGrerap. Yes, sir. 

Mr. Gross. He was trying to be honest and trying to do a job in 
Peru. When he came to Washington he could not find anyone to 
talk to—to tell them that the situation was bad in Peru; could he? 

Mr. FrrzGeratp. Mr. Gross, I am not familiar with why Mr. Smith 
did not see him at that time, but I do know that Mr. Smith did not see 
Mr. Coon at that time. 

Mr. Gross. Of course, he did not, because that is the testimony be- 
fore the committee, and he was under oath when he gave the testi- 
mony, as I recall. 

Mr. Davis. You were over there in the middle of all this business. 
Why is it you do not know why Mr. Smith did not see Mr. Coon? 

Mr. FrrzGrratp. I never talked to Mr. Smith about why he did not 
see him. 
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Mr. Davis. Who knows the details about this matter of Mr. Coon’s 
visit up here 

Mr. FrrzGrrarp. I am aware of most of the details, sir. 

Mr. Gross. Did you talk to Mr. Coon? 

Mr. FirzGeraup. Yes, sir. 

Mr. Davis. Certainly you ought to know why Mr. Coon could not 
see somebody to relate these extremely irregular things that were 
going on down there. You know they were irregular, do you not? 
~ Yousay Mr. dePaul’s was not irregular. 

Mr. FirzGrratp. Apparently there is considerable conflict of 
opinion, Mr. Chairman. 

Mr. Davis. Where is this conflict? As I remember the testimony, 
you had a man in Peru who was hired as a superintendent of ma- 
chinery. He said he did not know anything about machinery and 
yet he was put on the job at a high salary. Do you not think that 
is irregular? He was a partner also in the ranching business that was 
being carried on by Mr. Neale, who put him on the ioe 

Mr. FrrzGrravp. There seems to be a difference of opinion and con- 
flict of fact. 

Mr. Davis. Why could there be any difference of opinion on that ? 

Mr. FrirzGrrarp. As a matter of fact, the man appointed as head 
of the machinery pool was a man who was considered one of the ablest 
young men in the Peruvian Government. 

Mr. Davis. Is that a man who was a partner in the ranching 
business ? 

Mr. FrrzGerap. Yes. 

Mr. Davis. Why did he say he did not know anything about ma- 
chinery? He did say that, did he not ? 

Mr. FrrzGerarp. I do not know whether he did or not. 

Mr. Davis. The testimony before the committee was that he said it. 

Mr. FirzGrravp. This man may be glib and say “I have got a new 
job. Look what they have given me.” 

Mr. Davis. You cannot pass it off and shrug it off that way. It isa 
responsibility of your agency to know whether he said it or not. 
It is a responsibility of your agency to know whether he was a 
capable man for the job or not. 

Do you know that ? 

Mr. FirzGerawp. Yes, sir. It is the considered opinion of our Am- 
bassador and it is the considered opinion of our Mission Director, 
that this gentleman is one of the ablest young men in the Peruvian 
Government. 

As a matter of fact, he is being considered seriously, as I understand 
it, for an important post in the Ministry of Agriculture, if he would 
like to take it. 

Mr. Gross. You couldn’t see any conflict of interest in this field ? 

Mr. FrrzGeravp. There was a conflict of interest ; yes, sir. 

Mr. Gross. You could see a conflict of interest ? 

Mr. FrrzGeraup. Mr. Bazo, who is the gentleman in question, owned 
some shares in a family ranch in which Mr. Neale also owned some 
shares. 

Mr. Gross. Of course, he did. Technicians were used, were they 
not? ICA technicians were used. 

Mr. FirzGeratp. The final report of the security man said very 
little about that. 
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Mr. Gross. The Ambassador who is considering Mr. Bazo, the man 
who is in charge of the machinery pool—was that his name, Mr. Bazo? 

Mr. FrrzGerap. Bazo; yes, sir. 

Mr. Gross. His wife was administrative assistant to your Mission 
Director, is that correct ? 

Mr. FrrzGrraup. Yes, Mrs. Margaret. Bazo. 

Mr. Gross. All around there was a conflict of interest in this deal. 
Is the Ambassador who is now considering Bazo the same Ambassador 
who was there when Mr. Coon was there ? 

Mr. FrrzGrratp. Yes, sir. 

Mr. Gross. He is the same Ambassador who threatened Mr. Coon, 
according to Mr. Coon’s sworn testimony before the Appropriations 
Committee, is that correct ? 

Mr. FrrzGerarp. I do not know about that fact, sir. 

Mr. Gross. It is in the record here. He and the No. 1 man in a 
hotel, wherever it was in Peru, threatened Mr. Coon if he revealed 
any information or took this case to Washington. 

Mr. FrrzGrraxp. I do not know whether we have any response to 
that allegation. 

Mr. Gross. What. kind of an operation has the ICA going in some 
of these countries, in Laos and Peru, and perhaps others ? 

Mr. FrrzGrratp. I do not know quite how to answer that question, 
Mr. Gross. 

Mr. JoHANSEN. Does ICA have a complete record of the allegations 
of Mr. Coon? 

Mr. FirzGrratp. Yes, sir; we have a complete report, (a) on the 
allegations, and (b) on the responses to those allegations, sir. 

We have the findings of our security people, and the final report 
has been submitted. 

The only element which has not been replied to in the report 
so far is an end-use audit of our grant-aid program in Peru, which 
is now being audited, and we expect to have a final report very shortly. 

Mr. Jonansen. As I understand it, you have a record to the re- 
sponse made to the accusations of Mr. Coon ? 

Mr. FrrzGrrarp. That is right. 

Mr. JouHansen. That is the response made to accusations made by 
Mr. Coon under oath before the committee. Has Mr. Coon had any 
opportunity for re-rebuttal to those answers, in view of the fact 
that if those answers challenge his statements those answers are in 
effect charging Mr. Coon with perjury? Has he had any chance to 
re-rebut those answers ? 

Mr. FrrzGrratp. No, sir, because the final report was just received, 
and it has not been considered yet. 

Mr. JoHansen. Will he have such an opportunity ? 

Mr. FrrzGeratp. Yes, sir. Mr. Coon will have every opportunity 
to press his charges in the ICA program. 

Mr. Gross. Mr. Chairman, let me correct the record to this extent. 
I do not want the record to be incorrect. Apparently Mr. Coon did 
not give sworn testimony, but he was subpenaed by the committee. 
Let the record show that he was not apparently under oath, but he 
was subpenaed by the committee. 

Mr. Jomansen. But he will have an opportunity to answer the 
response to his allegations? 

Mr. FrrzGrratp. I would be very happy to see everybody placed 
under oath in order to straighten out this matter. If there is a dif- 
ference of opinion and it cannot be resolved, that should be done. 
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Mr. Gross. One other question on this subject, if I may, Mr. Chair- 
man, and [ will be very brief. This question occurs to me: Are Mr. 
Carter dePaul or Mr. Neale products of the Foreign Service Training 
School? Did they have any training in this school you operate over 
here ? 

Mr. FrrzGrraup. No, sir. Mr. Neale was an agriculturalist of many 
years’ experience who went to Peru back in 1942, I believe, and worked 
in that program for 15 years. 

As I understand, from all the reports, he made a very substantial 
contribution in that country. 

Mr. Gross. Has he done substantially well with his cattle operation 
down there 

Mr. FrrzGeratp. No, sir. As a matter of fact, that was investigated 
very carefully. Mr. Neale’s net worth has not appreciated substan- 
tially in the last 15 years. As a matter of fact, he is a man of very 
moderate circumstances. 

Mr. Goss. Do you ever bring him home to Americanism once in a 
while ? 

Mr. FirzGrrap. Yes, sir; this is a good question, Mr. Gross. We 
are attempting to do this. We find that there have been a number 
of people in our organization who have been overseas a number of 
years, and we feel too long, and as a result, we have been bringing 
those people back. We have been rotating them to try to get them 
into the United States and into Washington and give them refresher 
courses to renaturalize them. 

Mr. Gross. As far as I am concerned, these two cases, the Laos 
case and the case of Peru are no compliment to the ICA. 

Mr. Davis. Mr. FitzGerald, with reference to the Peruvian case, 
it strikes me from what you have said here this morning that the ICA 
just undertook to place the burden on Mr. Coon to establish the fact 
and to prosecute the fact that there were irregularities being com- 
mitted down in Peru. That does not strike me as being the right 
attitude in matters of this nature. Also, it does not strike me as being 
the right attitude that Mr. Coon could not get the ear of any of the 
responsible authorities in the ICA to make a complaint. 

I think that even if his charge had been groundless—and I do not 
think it was groundless—but even if it had been groundless, the 
responsible people in the ICA certainly should have listened to him 
and should have immediately taken steps to ascertain whether or not 
his charge was true. According to the testimony before the Ap- 
propriations Committee, none of that was done. 

Mr. FirzGerautp. Mr. Chairman, before Mr. Coon came to Washing- 
ton, we had a full investigation and a hearing of Mr. Neale and all 
the charges which were made. 

Mr. Davis. Where? 

Mr. FirzGeravp. In Washington. We brought Mr. Neale to Wash- 
ington and as a result of that hearing Mr. Neale resigned. We had a 
hearing board. We had an official board, an investigation board, on all 
the allegations. This was before Sam Coon came up to Washington 
and made his allegations. 

Mr. Davis. I am glad to know that. 

Mr. FirzGeravp. It was only after Mr. Neale went back to Peru 
that Sam came up to Washington. 

Mr. Davis. Why didn’t somebody see Mr. Coon and listen to what 
he had so say ? 
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Mr. FrrzGeravp. I beg pardon, sir? 

Mr. Davis. Why didn’t some of you over there see Mr. Coon and 
listen to what he had to say ? 

Mr. FrrzGeratp. I saw him and I listened to him, and a number 
of other people did, and I told him to make an official report. Al- 
ready Mr. Neale had been surveyed. As a matter of fact, Mr. Biren 
happened to be a member of the board that investigated. They hada 
full board hearing on Mr. Neale and as a result of those hearings 
Mr. Neale was separated from the ICA. 

Mr. Davis. Is Mr. Neale in Government employ now ? 

Mr. No, sir. 

Mr. Davis. And has not been since that time? 

Mr. FirzGeratp. Not since that time. His services terminated with 
the ICA, I believe, as of July 1 of last year. 

Mr. Davis. We are getting a little bit off the subject. I want to 
ask you some more questions about the manpower matters. 

On page 44 of the transcript, you have ms tose a definition of an 

“underdeveloped country”; that is, you have stated that there were 
57 of these underdeveloped countries. 

Mr. FirzGeravp. Yes, sir. 

Mr. Davis. Does ICA now have programs with employees under 
these programs in each of those 57 countries ? 

Mr. FrrzGeratp. We have 20 countries in Latin America. In each 
one of them we have a program, plus the West Indies Federation. 

Mr. Davis. What about the other 37 ? 

Mr. FrrzGrratp. We have programs in Greece, Spain, Turkey, and 
Yugoslavia. Portugal does not receive aid. In Africa we have pro- 
grams in all the underdeveloped independent countries excent Guinea. 
The Union of South Africa is not considered underdeveloped. In 
the’ srs we have nine independent African countries 

Mr. Davis. That covers a part of the remaining 37 after the 20 in 
Latin America. 

What I want to know is, do we have programs and employees in all 
of these ‘7 so-called underdeveloned countries ? 

Mr. FrrzGeraup. No, sir. There are also programs in the Far 
East. There are 25 countries in Asia and in the Far East. 

Mr. Davis. That you do not have programs in? 

Mr. FirzGeratp. No, sir. There are exceptions in the Far Eastern 
underdeveloped countries, which do not exclude New Zealand and 
Australia. There are 25 and there is 1 country in that 25 

Mr. Davis. Twenty-five you do not have them in or you do have 
them in? 

Mr. FrrzGeratp. One country of the 25 in which we do not have a 


program. 
Mr. JoHaANsen. What is that? 


Mr. FrvzGeratp. That is Malaya, sir. 

Mr. Davis. You do have them in 24 countries, then, over there? 

Mr. FrrzGeratp. Yes, sir. 

Mr. Atrorp. Mr. Chairman—In how many countries do you have 
mission directors? 

Mr. FrrzGerarp. At the present time 60-odd. 

Mr. Atrorp. What is the salary of the mission director? 

Mr. FrrzGerarp. It runs from what we call the FSR-3 category, 
which is $11,660, up to the mission director receiving $22,500 in the 
large countries such as Korea and Vietnam. 
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Mr. Davis. Do you have programs in countries that are not classi- 
fied as underdeveloped ? 

Mr. FrrzGeratp. We have a very small program in Italy, in the 
labor field. I think we have one man there. 

I do not know of any countries in the developed areas, considered 
developed. I would be very happy to make that a matter of record, 
but I do not know. 

Mr. Davis. Please do. 
Mr. FirzGerap. Yes, sir. 

(The information follows :) 


LIST OF MUTUAL SECURITY AND NON-MUTUAL-SECURITY PROGRAMS IN COUNTRIES OF 
THE WORLD* 


The following information is a copy of material appearing on pages 1516 and 
1517 of the House Appropriation Subcommittee hearings for the 1960 mutual 
security appropriations. 


Countries 
receiving 
Proposed aid in prior | Non-mutual- 
Countries fiscal year years but security aid 
1960 program | not proposed] recipients 
as aid recip- 
ients in fiscal 
year 1960 


Costa 


Greece 
Guatemala. 
Guinea 2___ 


Jordan 
Korea (North) 
Korea (South) 


See footnotes at end of table, p. 158. 


45462—59——11 
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LIST OF MUTUAL SECURITY AND NON-MUTUAE-SECURITY PROGRAMS IN COUNTRIES OF 
THE WORLD—continued 


Countries 
receiving 
Proposed aid in prior | Non-mutual- 
Countries fiscal year years but security aid 


1960 program | not proposed| recipients 

as aid recip- 

ients in fiscal 
year 1960 


New Zealand 


Union of Soviet Socialist Republics x. 


1 This list includes all the members of the United Nations plus countries the existence of which is 
recognized by one or more members of the United Nations. 

? Additional countries not appearing on last year’s record. This is an increase of 8 countries. They are 
as follows (country and when established as a nation): 

Andorra: In existence since 1278. Granted a constitution as a republic in 1806 by Napoleon. 

Bhutan: Independent state until 1865. British ruled until 1949. India took over Bhutan’s externa 
affairs, but it is still semi-independent. 

Byelorussian S.S.R.: Oct. 24, 1945. 

Guinea: Oct. 2, 1958. 

Malaya: Aug. 31, 1957. 

San Marino: In existence since the 4th century. 

Ukrainian §8.8.R.: Oct. 24, 1945. 

United Arab Republic: Feb. 1, 1958. 

Vatican City: May 13, 1871, when the papacy was confined to the Vatican. 

ao United Arab Republic consists of Egypt and Syria. On the former report they appeared indt- 
vidually. 


Note.—Assistance under mutual security is defined as follows: Mutual security includes funds auth- 
orized and appropriated p'irsuant to the Mutual Security Acts of 1951 and 1954 and amendments thereto, 
and funds (including pu: ‘ic debt authorizations) heretofore available fo: the European wae pag! A program, 
China aid, and mutual defense assistance program. It also includes point 4 as authorized in the Mutual 


Security Act of 1951, as amended, but excludes funds obligated in fiscal year 1951 under the Act for Interna- 
tional Development; also excludes funds available for investment guarantee program. 


| | | 
PHIMPPINES. 


MANPOWER UTILIZATION IN THE FEDERAL GOVERNMENT 159 


Mr. JoHANSEN. Just one question, Mr. Chairman. 

Mr. Davis. Mr. Johansen. 

Mr. Jouansen. There is no malice in it, but just curiosity: How 
did we miss Malaya? 

Mr. FirzGeravp. They have a reasonably viable economy, as you 
know, with their rubber and tin industries. It makes them reason- 
ably prosperous, even though they are considered an undeveloped area 
of the world. 

Mr. Davis. What about Iraq? When you were here before you were 
telling us that you had a staff over in Iraq that had been there more 
than a year, I believe, after Iraq had turned down American aid. 
You still had hope they would take it back again. What is the situa- 
tion over there now 4 

Mr. FrrzGrratp. As we mentioned in the amendment to the tran- 
script, we are only going to be involved in participant training. That 
is, bringing Iraqis to the United States. 

This is something they want very much. They have indicated they 
do not want a technical cooperation program in the country. They 
do not want our people in the country, but they would like to send 
their trainees to the United States in certain selected fields. 

Mr. Davis. You had a staff over there when you were here before. 

Mr. FirzGeratp. Yes, sir. 

Mr. Davis. It has been there ever since they refused American aid. 
How many were there? 

Mr. FrrzGrratp. We went into quite some detail on that, sir. If 
you notice, there is an additional statement dated July 22. As of 
July 22, we gave youa plan for withdrawing our people. 

Mr. Davis. Have they been withdrawn ¢ 

Mr. FirzGerrarp. As of that date it is 20 local employees remaining 
and there are 14 of our U.S. employees. 

Mr. Davis. They are still there ? 

Mr. FirzGrrarp. Yes, sir; as of July 22, but according to our plan 
they would be reduced to about six or seven people by this time. 

Mr. Davis. They will be taken out? 

Mr. FirzGeratp. Six or seven will be retained in the country for 
two reasons. First, for the participant training program, processing 
people, selection of people, and that kind of thing: secondly, the State 
Department feels that we should retain at least a skeleton group in the 
country. 

Mr. Davis. For what reason ? 

Mr. FirzGeraxp. I am not qualified to state, sir. 

Mr. Davis. Mr. Johansen ? 

Mr. FrrzGeravp. Most of these six people who remain will be for 
the participant training program. 

r. JOHANSEN. I appreciate your supplying for the record the in- 
formation about the two American hospitals that were closed or that 
were expropriated over there. I notice that in the case of the Seventh 
Day Adventist hospital, that that is being staffed with not only Iraqis 
but Russian personnel. Do you have any knowledge as to the extent 
of Russian foreign aid personnel in Iraq ? 

Mr. FrrzGerap. I do not, Mr. Johansen. 

We have various figures that are available. 
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Mr. Jonansen. Is it substantial? I mean is it more than we have 
had there ? 

Mr. FirzGrravp. Substantially more, I think. 

Mr. JowHansen. In other words, the Russia ICA is welcome but 
the United States isnot. That is basically it. 

Mr. FrrzGeravp. I wouldn’t say that, sir. 

Mr. Jonansen. The record speaks for itself. They have indicated 
to us they do not want our people over there. They even expropriate 
the missionary efforts of private enterprise and put Communists in 
charge. Howcan you say anything else ? 

Mr. FirzGrravp. I am personally not clear on the Iraqi situation, 
Mr. Johansen, as I mentioned in the last meeting. 

Mr. Jonansen. When are we going to have enough spine some- 
where in this Government that when they throw our people out, not 
even Government people, and put Russians in, when are we going to 
develop enough spine to get completely out of there ? 

Mr. FrrzGrratp. That is a good question, sir. 

Mr. Jonansen. You bet it isa good question. 

Mr. Atrorp. May I say to the gentleman, not relating to this, how 
can we expect otherwise when we invite Russia’s No. 1 man here? 

Mr. Davis. Mr. FitzGerald, I notice on page 56 of the transcript 
that you have three training contracts involving approximately 
$868,000 for training purposes. 

I would like to get some information as to those contracts, as to the 
courses taught, as to the number of students, and the length of the 
course. 

Mr. FrrzGrraup. Yes, sir. We have three programs, one with 
Johns Hopkins University School for Advanced International 
Studies, one with Boston University and one with the International 
Association of Chiefs of Police. We can make a matter of record 
every bit of information which you wish, over and above what you 
already have. What do you desire? 

Mr. Davis. As I said, I would like to know the courses taught, num- 
ber of students, and the length of the course or similar information 
on that matter. 

Mr. FrrzGrratp. The cost. per student—— 

Mr. Davis. Courses, courses taught, number of students and the 
length of the course. 

Mr. FrrzGeratp. The first year of the Johns Hopkins University 
program cost us slightly more than $135,000. That was from May 5, 
1958, to May 4, 1959. 

It is projected that for the next year, fiscal 1960, it will cost slightly 
more than $135,000. It will cost an estimated amount of $165,686. 

We are training 20 people in a 5 months’ course. We train 40 peo- 
ple a year, based on two 5-month courses. The other 2 months of the 
year are set aside for planning and any vacati»n which the staff might 
be able to take in that period of time. 

In this program the workload of the faculty is substantially 
heavier—on the order of two to three times heavier than the average 
university faculty load. 

Mr. Davis. What courses do they teach these trainees? 

Mr. FirzGrratp. Dr. Phillips, who is head of the school, is here 
at the hearings, Mr. Chairman, and I would like very much to have 
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Dr. Phillips give you whatever information that you would like to 
have on this. 

Mr. Davis. We will be glad to hear from Dr. Phillips. 

Mr. FrrzGeravp. Dr. Phillips, would you be kind enough to come 
up here? This is Dr. Phillips, who is sane of the school, who has 
an eminent background in education and in international affairs. 

Mr. Davis. Mr. Phillips, what courses do you teach these trainees? 

Dr. Pures. Well, sir, we divide it roughly into three major sec- 
tions, although they are intermeshed, one with another, so it is not 
quite like an academic course in the usual institutional structure. 

The course on economic development, which is an attempt to in- 
struct the participants in the techniques of analyzing an economy, in 
analyzing the sectors within that economy, and in trying to grapple 
with problems that beset not only aa alge countries, but all 
countries in fiscal and monetary affairs, in balance of payments, et 
cetera. In addition we give our participants a fairly heavy dose of 
the social, cultural, religious, and anthropological aspects of dealing 
with underdeveloped countries, in dealing with an economy which is 
substantially different from the western type, with which we are more 
familiar. 

The third major portion of the program is what we call the work- 
shops, where we take actual cases, or hypothetical cases, or modified 
actual cases and let the participants, in small groups, try to work 
out solutions to these problems. The overall effort here is to ac- 
quaint the participants with the kinds of problems that they have 
been or will be exposed to and to try to give them the tools of analysis 
which they will need to arrive at the proper solutions to these things. 

Mr. Davis. I notice that in 1958, the salaries paid to these profes- 
sors at your training school totaled $56,500 and that in 1959 it totaled 
$86,000, an increase of $29,500. I notice the program director went 
up from $15,500 to $17,500, and so on. What was the reason for the 
increases 

Dr. Pures. The original salaries, sir, in the May 4, 1958, con- 
tract for the first year—actually the contract was for almost. 3 years 
but the funding was for 1 year—were based on a differential between 
the School of Advanced International Studies salaries, which at, that 
time were $12,000 and $13,000 a year. This differential was based 
on a number of things, of which I will mention some. One is the 
greater workload that the institute professors are subjected to, which, 
as Mr, FitzGerald has indicated, is two and a half to three times as 
heavy, because they work on an annual rather than an academic year, 
and because they do not have academic tenure. 

Mr. Davis. He said that there were 10 months, two 5-month courses, 
which left 2 months there for vacations, et cetera. Doesn’t that com- 
pare well with your other professors ? 

Dr. Putters. No, sir. These people under the contract have a 
maximum of 24 days’ leave a year. The contract says no more than 
26 days leave a year, but we have put them on the same basis as the 
staff people, not the faculty people, of the School of Advanced Inter- 
national Studies, which is 24 days leave a year. 

In addition the weekly workload or the daily workload is far 
greater. 

mr. Davis. What is the student load in this ICA school for this fiscal 
year ? 
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Dr. Pumps. Well, we started with 20 with the first institute, at the 
second institute we had 20 and had one withdrawal and there are 18 
in the present one. 

Mr. Davis. What is there about it that makes the load any heavier 
on these people than on your other professors ? 

Dr. Puiiurs. Well, sir, I have as an example my professor of 
economic development, who in one session of the institute—I took the 
last session as the case to study here—had 25 3-hour lectures. He 
chaired and participated in 24 additional 3-hour sessions and he was 
the st participant in 27 workshops of 3 hours each, which, 
times two institutes a year, which is normal, would be 456 session 
hours. At the School of Advanced International Studies the profes- 
sors have two seminars per week for 32 weeks, each seminar being 
2 hours, or a total of 128 teaching hours per year as opposed to this 456 
class hours. 

In addition, at the school, the professors have academic tenure. 
They have sabbatical leave, every seventh year off with pay. They 
have, of course, other duties such as research, outside consulting and 
lecturing, writing, student consultation. They supervise Ph. D can- 
didates, et cetera, but at the institutes there are also additional things 
beside this class load. For example, my professor of economic de- 
velopment wrote a book called “National Income and Flow of Funds 
Analysis,” which he wrote for use in the institute and it will be 
published by McGraw-Hill sometime early next year. 

Mr. Gross. For sale? 

Dr. Puttuirs. For sale; yes, sir. In the meantime, we have had the 
opportunity to use this material in mimeographed form and it has 
been of considerable help. 

Mr. Gross. You mean you get nothing out of the sale of this book if 
it is sold, or does the Government get the revenue? 

Dr. Puitirrs. The Government gets nothing. I hope he will get 
something, but it is doubtful with a book of this kind. 

Mr. Gross. What is his pay under the increase ? 

Dr. Pures. His pay under the increase is $16,000. 

Mr. Gross. He is doing pretty well. 

Do you know of any other school anywhere in the country or per- 
— ~ world where the pay is commensurate on a student or pupil 

asis ? 

Dr. Prius. Yes, sir, at the School of Advanced International 
Studies, for one. 

Mr. Gross. Then this is kind of keeping up with the Joneses deal on 
your part; is that right ? 

Dr. Putrs. As far as possible we like to keep in step with the 
Johns Hopkins salary level; yes. 

Mr. Gross. As long as the Government is paying. 
ai Davis. What does the professor receive that you just referred 
to? 

Dr. $16,000. 

Mr. Davis. The same as this? 

Dr. Putuies. Heis the one I just referred to. 

Mr. Davis. You mentioned another one in the Johns Hopkins Uni- 
versity, Advanced International Studies, I believe. 
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Dr. Pures. The minimum professorial salary at the School of 
Advanced International Studies is $14,000 and the maximum is $20,- 
000. Since these people at the institute carry a heavier workload, have 
no academic tenure and various others of these matters I mentioned we 
initially arrive at a differential salary of $2,000 higher at the institute 
than the lowest in the School of Advanced International Studies. 

Mr. Jonansen. Mr. Chairman. 

Mr. Davis. Mr. Johansen. 

Mr. Jowansen. I think, Doctor, you heard Mr. FitzGerald’s testi- 
mony about plans that are now developing to encourage the breaking 
loose of private capital in some of the countries, such as India. Is 
there any subject matter in the curriculum of your program dealing 
with that general area and the techniques for crusading for capitalism 
in some of these countries ? 

Dr. Puix1es. Sir, I like to think that the whole course is more or 
less designed along this particular line, simply because that is the way 
I = and my faculty feel about the way a foreign aid program should 
work. 

However, I think we are well aware of some of the difficulties, and 
the—to me almost impossibility at the present time of encouraging 
private capital in many of these countries simply because of-their unat- 
tractiveness, because of the initial requirements for what is called in 
the jargon here “social overhead” or “infrastructure,” that private 
capital, neither American nor the host government private capital is 
attracted to that kind of thing. I am thinking here of roadbuilding 
the school building and hospitals, et cetera, the things that are not 
attractive, even in our own country, to private capital. 

Mr. Jonansen. I wonder if you would supply either for the record 
or for me, or both, any teaching materials that relate specifically to 
this development of private capital in these countries ? 

Dr. Pures. I will be glad to. 

Mr. Jonansen. I would appreciate it. 

PD a information was received and is retained in the committee 
es. 

Mr. Gross. What is the duty of a workshop coordinator at a salary 
of $13,000 annually ? 

Dr. Pinups. First let me say that this position was originally 
filled by an ICA man; they provided us with a qualified person. 

Mr. Gross. What was he paid? 

Dr. Pumutrs. I do not know what his salary was in ICA. 

Mr. FirzGerarp. Which one ? 

Dr. Prous. Jack Vaughn and Scott Behoteguy were the ones 
we had. 

Mr. FrrzGrraup. About that. 

Mr. Gross. About $13,000? 

Mr. FrrzGeraxp. Yes, sir. 

Dr. Pinus. Then at the beginning of the third session of the 
institute, ICA felt that they would rather have us do it and we felt 
at this point, after having gone through two institutes that we could 
do it. e agreed to include this additional position in our roster 
rather than using one of theirs. 

Mr. Gross. You still haven’t answered the question of what the 
gentleman does. 
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- Dr. Pumuuies. His principal job is to provide these cases which we 
use and supervise the participants in the working out of these cases. 
' Mr. Gross. What do you mean by “cases” ¢ 

Dr. Putures. These are examples or case studies. 

Mr. Gross. Of operations in foreign countries 

Dr. Yes, sir. 

Mr. Gross. Suchas Peru and Laos? 

Dr. Putuirs. We dosome on a country analysis basis. 

We did not happen to pick those two. We have done Mexico, India, 
and three or four other countries. 

Mr. Gross. Do you give them any instruction in avoiding conflict 
of interest cases, indulgences ¢ 

Dr. Pumurms. No, sir. We assume if they are not instructed in 
that field it is not our duty to do so. We hope that they are honest 
when we get them. 

Mr. JoHansen. Dr. Phillips, what is the basis for the seemingly 
small number of students? Is that by choice or because you prefer 
to have a smaller group, or is it because of their unavailability or 
the reluctance of ICA to detach personnel from their regular duties ? 

Dr. Puuxies. It is largely up to ICA. The contract, as I recall it, 
says 25 isthe maximum. We picked 25 because of the physical facili- 
ties. They wouldn’t accommodate much more than that very con- 
veniently. Also it is difficult to work in an intimate, seminar type 
group if you get much above that figure. 

We feel the benefits of the cross-fertilization of ideas, the experi- 
ences that these fellows have had in foreign countries, which are 
made available to the others 

Mr. JowHansen. May I ask you a question which has disturbed me 
deeply? There is in the program itself and in these types of training 
programs a sort of institutionalizing effect with respect to foreign 
aid. Would it be your judgment that the more we institutionalize 
foreign aid and develop these techniques and these training programs 
and all the rest, the more inevitably and certainly we guarantee the 
continuance of foreign aid in perpetuity and the more impossible 
or improbable we make it that there would ever be a termination of 
the thing? 

Dr. Purures. I think that in large part you are perfectly right, Mr. 
Johansen, but I think we also ought to bear in mind that much of our 
mutual security program is not for economic development as such. It 
is in terms of the defense posture of the United States. 

Mr. JoHansEN. Would you say that is true with respect to the re- 
tention of foreign aid personnel in Iraq, where the representatives of 
the enemy that we are trying to combat are more welcome, obviously, 
than we are? 

Dr. Puturps. I think this obviously is an unfortunate kind of 
situation. I have no idea what the thinking of the Under Secretary of 
State is on this matter. 

Mr. Jouansen. Would you think that was true with respect to pro- 
grams, which I assume we currently have in Yugoslavia ? 

Dr. Puturrs. No. I do not think I would, Mr. Johansen. It 
seems to me I would want to explore the motives of the United 
States of keeping people either in Yugoslavia or Iraq or any other 
country. I would not think that economic development was the 
principal one. In Iraq, I don’t know what it could be. 
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Mr. JoHansen. What would it be in Cuba? 

Dr. Putters. Cuba is a very small technical assistance program. 
It might be just part of our general posture with respect to the Or- 
ganization of American States, that unhappily you cannot leave out 
one of these countries very conveniently. 

Mr. Gross. You have a small operation, but you have three super- 
grades in your operation. aback 

Mr. Davis. I want to get some additional information into the 
record before we have to adjourn. Thank you, Doctor. 

Mr. FitzGerald, on page 60 of the transcript of July 22, you have 
indicated ICA’s policy to construct educational institutions. Can you 
tell us how much the Federal Government today is spending over 
the world on educational institutions 4 

Mr. FrrzGrrap. No, sir. I believe that fact or those figures can 
be established, and if you would like to have that submitted in the 
record I would be very happy to supply it. 

Mr. Davis. Please supply it for the record. 

(The information follows:) 


EXPENDITURES ON EDUCATIONAL INSTITUTIONS 

Until September 1958, when a change of policy was made, very little money 
was expended on school construction. The figure given below is an estimate of 
funds expended for school construction during fiscal year 1959. The figure is 
nade up of Special assistance funds and local currencies but does not include 
technical cooperation funds inasmuch as the latter would be only a minor per- 
ceiitage of the total and was used for demonstration purposes only. 

Total expenditures for school building construction, fiscal year 1959, 
$9,526,000. 

In addition, $4,275,000 was distributed as grants to American sponsored schools 
and libraries abroad under the terms of MSA, section 400(c). Nearly all of the 
money was used in remodeling, repairs, or construction of school facilities. 

Mr. Davis. Do your employees, while overseas, receive post differ- 
ential, cost-of-living allowances, travel allowances, educational allow- 
ances, et cetera 

Mr. FrrzGrraup. Yes, sir: we do. 

Mr. Davis. I have here a table. We will take a man in gerade 
FSR-4, which is the equivalent of GS-13. He receives $9,900. If 
he is serving in Guatemala, his total pay for quarters, et cetera, would 
unount to $14,390, would it not ? 

Mr. FirzGeravp. Yes, sir. He would have the resources to educate 
his children. 

Mr. Davis. He would have quarters, $2,500, 

Mr. FrrzGeravp. Yes, sir. 

Mr. Davis. Cost of living differential, $1,130; education, primary, 
$420; secondary, $40; and his total allowances would be $4,490, 
according to what I have here. 

Mr. FrrzGerap. Yes, sir. 

Mr. Davis. To go on down the list in various other countries, some 
up and some down, the highest would be in Vietnam where the total 
would be $16,430? 

Mr. FirzGeraup. That is correct, sir. 

Mr. Davis. What is the difference between a post differential and a 
cost-of-living allowance ? 

Mr. FirzGeratp. The differential allowance is what we call our 
hardship allowance. In other words, it is the figure which is estab- 
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lished by the State Department for each post around the world. We 
just adhere to State Department findings on that and their policy. 

Mr. Davis. What is the difference between the term “post differ- 
ential” and the term “cost-of-living allowance” ¢ 

Mr. FrrzGerarp. Mr. Biren is familiar with that, Mr. Chairman. 

Mr. Brren. These are two different elements, Mr. Chairman. Ina 
few places in the world, you will notice in the eight that are listed 
here, only two places have cost-of-living differentials. Those are 
places where, compared with Washington, the cost of living is con- 
siderably more in those particular places. 

As you see, the difference in one of them, in India, is $450 and in 
Guatemala it is almost three times that much. 

These are based on actual pricing of what it costs a fellow to live 
in that country as compared to what it costs him to live in Washing- 
ton. This is straight cost-of-living differential. It has nothing to 
do with hardship. 

The other item, which is called “differential” is for hardship. Hard- 


e ship is a payment that is made to staff members in the State Depart- 

c ment which we follow, which is made up of elements such as unhealth- | 

| ful conditions, lack of recreation facilities, lack of educational fa- 
cilities, and all the other things which make living there more difficult. 


Mr. Davis. It is not a payment for expenses incurred? It is a 
kind of premium to induce these people to live there ? 

Mr. Biren. To some extent, it is, but put it this way: If vou want 
any recreation facilities, most of these places are in the Tropics and 
people can stay there only for a certain period of time. If they want 
to get anywhere at all, they have to pay a great deal of money for 
anv recreational facilities. 

Mr. Davis. For instance, IT notice in India you have a cost-of-living 
item of $450 and then a differential of $1,485. 

Mr. Brren. Yes, sir. 

Mr. Davis. You have covered the difference in the cost of living 
with the $450, but when you add this $1,485 as a kind of premium for 
them to live and work there 

Mr. Biren. I would say that most of it is that, but vou have to re- 
member if a fellow is going to go from that particular climate up into 
the hills during the summertime. or any other time, that is a great deal 
different than going to Ocean City from Washington. The expenses 
of a fellow getting out of that environment in these countries is much 
greater and it is included in that element. 

In other words, some of the items are really cost items to him if he 
is going to live anywhere near the same sort of life. 

Mr. FitzGeravp. Mr. Chairman, may I interject there and give you 

: a full definition of this post differential ? 
Post differential is additional compensation paid during an assignment at a 
post where extraordinarily difficult living conditions, or excessive physical hard- 


ship prevail, or at which notably unhealthy conditions exist, geographic isola- : 
tion, inadequate or substandard housing accommodations, or lack of cultural | 


or recreational facilities, or inadequate transportation facilities. 

Lack of variety and accepted quantity and quality of food and lack of con- 
sumer services are considered as factors in determining whether or not living 
conditions are extraordinarily difficult. Differentials of 10, 15, or 25 percent 
of base salary are paid to eligible employees, depending upon their relatively 
high degree of hardship involved. 
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That is the definition. 

Mr. Davis. Where a civil service classified employee goes overseas 
does he receive the same extra benefits as the Foreign Service officer 

Mr. FrrzGerraup. Yes, sir. They receive all the benefits. 

As a matter of fact, they go overseas, not as a general service officer 
but they go over as a Foreign Service officer with all of the benefits 
and emoluments. 

Mr. Davis. Thank you very much for coming back again. 

Mr. FrrzGrratp. Thank you very much, sir. 

Mr. Davis. I will insert in the record at this point a table prepared 
by ICA indicating examples of allowances and benefits paid U.S. em- 
ployees overseas. 

(The table referred to follows :) 


SALARY AND ALLOWANCES PAYABLE TO A TECHNICIAN IN GRADE FSR-4 (GS-13 
EQUIVALENT), $9,900 MARRIED WITH 2 CHILDREN, 1 OF HIGH SCHOOL AGE AND 
1 IN THE 81TH GRADE, LOCATED AT REPRESENTATIVE ICA MISSIONS 


Guate- 
mala Paz,) New Teheran,| Seoul, | Rabat, | Athens, | Saigon, 
Allowances City, |Bolivia| Delhi, Iran Korea | Morocco| Greece Viet- 
Guate- n nam 
mala 
a $2, 500 | $2,200 |$2, 700. 00 |$2, 600.00 | $3, 200 |$2, 600.00 |$2, 100.00 | $2,700 
Temporary lodging ?_- 21 21 17. 50 31. 50 35 17. 50 21 
Post (cost of living). 
Education: 
arr 420 240 480. 00 370. 00 520 280. 00 . 00 
Secondary.........---. 440} 2880] 480.00] 290.00 520} 250.00} 350.00] 21,580 
Allowance totals..... 4, 490 5, 795 | 5,595.00 | 4, 250.00 6, 220 | 3,130.00 | 2, 800.00 6, 530 
SS, 9, 9, 9, 900.00 | 9,900.00 | 9,900 | 9, 900.00 | 9, 900. 00 9, 900: 
Grand total. -....... 14, 390 | 15, 695 |15, 495.00 |14, 150.00 | 16, 120 |13, 030. 00 |12, 700. 50 16, 430) 


for 1d d is paid pend iring perm 

emporary ging allowance based on daily rate for 1 day and is pending u anen 

quarters. This rate is not to exceed 90 days. This figure is not included in total ennual snounts ' 
3 Education allowance figures shown are the school away from post. 


(Whereupon, at 12:05 p.m., Wednesday, September 2, 1959, the 
subcommittee adjourned, subject to the call of the Chair.) 
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